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EDITORIAL COMMENT 


A Time for 


INCE high authority exists for say- 
ing that there is a time for all 
things, this is taken as warrant for 

saying that the present is a time for 
conciliation. 

One cannot justly be called an alarm- 
ist who believes the present to be a 
time of crisis in the affairs of the United 
States. Industry and capital are not 
happy in their relations. Business in- 
terests and the Government are at 
loggerheads. There is uncertainty as to 
the future, and there is widespread and 
growing unemployment and threatened 
distress. 

What is wrong? Where lies the 
blame? What is the matter with the 
people of the United States, that with 
their character for initiative and with 
almost boundless natural resources, 
they must continue to stumble from one 
depression into another? Why can we 
not produce abundantly and distribute 
widely as we have done in the past? 

Labor will reply that it is dissatisfied 
because of the exactions of capital, 
while capital will answer that it is 
harassed by strikes and by inordinate 
demands on the part of labor. 

Business interests will lay the blame 
on Washington, while Washington 
passes the responsibility along to the 
leaders in industry and trade. 

These mutual recriminations, how- 
ever effective in adding to the volume 
of heat, fail to afford a corresponding 
supply of light. 

Might it not be worthwhile if all 
concerned, including the entire popula- 
tion of the country, would cease these 
mutual recriminations, and by patient 
investigation seek out the real causes of 
our troubles and as diligently search 
for such remedies as may be found ef- 
fective? 


Conciliation 


That Congress and the Administration 
are patriotically seeking to render wise 
assistance in promoting the general 
welfare must be assumed, otherwise the 
admission must be made that our sys- 
tem of government has failed. In this 
case, the responsibility would be thrust 
back upon the shoulders of the people 
themselves, for they are properly 
chargeable with responsibility for the 
sort of people they send to represent 
them at Washington. 


Instead, therefore, of quarreling 
with our freely selected agents, and be- 
rating them for their shortcomings, why 
not admit that they are no more foolish 
than the voters who chose them as their 
representatives? By counselling with 
them, some progress might be made; by 
scolding and denouncing them, further 
hostility is provoked. And of this we 
already have far too much. 


It is time to revert to the general wel- 
fare declaration to be found in the 
Constitution of the United States, and 
it is gravely to be doubted if that wel- 
fare can be advanced by special meas- 
ures designed to help the farmers, the 
workers in industry, the business inter- 
ests, the bankers—or any other group 
—without careful regard to the well- 
being of our people as a whole. For 
that well-being, and that alone, is the 
proper object of government. 

Toleration for the point of view of 
others, however mistaken those views 
may be, need not imply compromise re- 
specting measures as to which wise and 
honest men never compromise. But the 
remedy for mistaken convictions is in- 
struction, not abuse. 

America united can slowly win its 
way back to a reasonable degree of 
prosperity; but division and discord 
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will delay, and possibly defeat alto- 
gether, the return of a happier day. 

The country is sorely in need of wise 
counsels, of temperate speech, and the 
healing influence of a conciliatory 
spirit. ~ 


PRESIDENT’S MESSAGE 
CONCILIATORY 


HILE Secretary Ickes and Assistant 

Attorney-General Jackson have 
lately indulged in speeches of the most 
disturbing character, the message which 
President Roosevelt delivered to the 
opening of Congress was decidedly con- 
ciliatory in tone. 

To one familiar with theatrical tricks 
it would almost seem that these flam- 
boyant utterances were deliberately 
planned to afford a lurid background 
for the more subdued tone of Mr. Roose- 
velt’s message. 

From the following extract from the 
message, it would appear that the 
President wishes to disavow attacks 
upon capital in general: 


Capital is essential; reasonable earnings 
on capital are essential; but misuse of the 
powers of capital or selfish suspension of 
the employment of capital must be ended, 
or the capitalistic system will destroy itself 
through its own abuses. 

The overwhelming majority of business 
men and bankers intend to be good citi- 
zens. Only a small minority have displayed 
poor citizenship by engaging in practices 
which are dishonest or definitely harmful to 
society. This statement is straightforward 
and true. No person in any responsible 
place in the Government of the United 
States today has ever taken any position 
contrary to it. 


The concluding sentence may be con- 
strued in several ways. It may be taken 
to mean that Mr. Ickes and Mr. Jackson 
are not considered as occupying respon- 
sible places in the Government, or that 
they were not attacking capital, but only 
its abuses. This is the construction put 
upon the matter by the President: 


But, unfortunately for the country, when 
attention is called to, or attack is made on 
specific misuses of capital, there has been 
a deliberate purpose on the part of the 
condemned minority to distort the criti- 
cism into an attack on all capital. That 
is willful deception, but it does not long 
deceive. 


If attention is called to, or attack made 
on, certain wrongful business practices, 
there are those who are eager to call it “an 
attack on all business.” That too is willful 
deception that will not long deceive. 


But the widespread fear engendered 
by the attacks made by Mr. Ickes and 
Mr. Jackson surely extended beyond the 
ranks of “the condemned minority.” It 
extended throughout the ranks of indus- 
try and trade. 

On the question of hours and wages, 
the President believes that a reduction 
in the hours of labor and an increase 
in wages will increase purchasing 


power. After treating of the farm pro- 
gram, he says: 


To raise the purchasing power of the 
farmer is, however, not enough. It will 
not stay raised if we do not also raise the 
purchasing power of that third of the na- 
tion which receives its income from indus- 
trial employment. Millions of industrial 
workers receive pay so low that they have 
little buying power. Aside from the un- 
doubted fact that they thereby suffer great 
human hardship, they are unable to buy 
adequate food and shelter, to- maintain 
health or to buy their share of manufac- 
tured goods. 

We have not only seen minimum wage 
and maximum hour provisions prove their 
worth economically and socially under Gov- 
ernment auspices in 1933, 1934 and 1935, 
but the people of this country, by an over- 
whelming vote, are in favor of having the 
Congress—this Congress—put a floor below 
which industrial wages shall not fall, and 
a ceiling beyond which the hours of indus- 
trial labor shall not rise. 


This formula for increasing purchas- 
ing power seems too simple, and almost 
resembles magic. It would seem that if 
purchasing power could be augmented 
by this simple expedient, industrialists 
would be eager to apply it without leg- 
islative compulsion, for they are deeply 
concerned to increase purchasing power. 
That the application of this remedy may 
result in an increase of costs, and thus 
limit sales, is the fly in the ointment. 
Could the President assure them that 
this result would not follow, self-inter- 
est would prompt them to approve his 
policy. Anyway, it is difficult to see 
how increased purchasing power would 
follow as the result of an increase in 
wages and a reduction in the hours of 
labor, unless production would at the 
same time increase, for this is the source 
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Ir is essential to our own as 
well as to the interest of our cor- 
respondents that we maintain the 
highest standards of efficiency. 


That is good business. 


It is natural that well-managed 
banks should seek the advantages 
of the best collection facilities 
available. 


That is good judgment. 


As a result of these two factors 
our circle of correspondents is 
ever widening and thus our serv- 
ices are constantly improving. 


That is a matter of record. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1808 


PHILADELPHIA, PA. 


CAPITAL and SURPLUS ... . . . $30,000,000 


Member of Federal Deposit Insurance Corporation 
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of purchasing power. What is feared is 
that by reducing hours of labor pro- 
duction will be diminished. 

The President states that “we have 
raised the nation’s income from $38,- 
000,000,000 in the year 1932 to about 
$68,000,000,000 in the year 1937,” but 
neglects to say how much of this in- 
crease is due to devaluation of the dol- 
lar. He further says that “our goal, 
our objective, is to raise it to $90,000,- 
000,000 or $100,000,000,000,” though 
specific plans for bringing about this 
increase are lacking. That this objec- 
tive is to be achieved by reducing hours 
of labor and by limiting farm produc- 
tion may be greeted with skepticism by 
the intellectually hard-boiled. 

Bankers do not escape the President’s 
counsels. He says: 


Another group of problems affecting 
business, which cannot be termed specific 
abuses, gives us food for grave thought 
about the future. Generally such problems 
arise out of the concentration of economic 
control, to the detriment of the body poli- 
tic—control of other people’s money, other 
people’s labor, other people’s lives. 

In many instances such concentrations 
cannot be justified on the ground of operat- 
ing efficiency, but have been created for 
the sake of securities profits, financial con- 
trol, the suppression of competition _ and 
the ambition for power over others. In 
some lines of industry a very small numeri- 
cal group is in such a position of influence 
that its actions are of necessity followed 
by the other units operating in the same 
field. 

That such influences operate to control 
banking and finance is equally true, in 
spite of the many efforts, through Federal 
legislation, to take such control out of the 
hands of a small group. We have but to 
talk with hundreds of small bankers 
throughout the United States to realize that, 
irrespective of local conditions, they are 
compelled in practice to accept the policies 
laid down by a small number of the larger 
banks in the nation. The work undertaken 
by Andrew Jackson and Woodrow Wilson 
is not finished yet. 


Probably the last sentence was in- 
tended as notice to bankers that they 
may expect further legislation restrict- 
ing their operations. 

On the whole, the President’s mes- 
sage is to be commended, for its tem- 
perate tone, its plea for codperation, 
and especially for what it says in be- 
half of world peace. 


Sra 


“AN ALL-WEATHER BANKING 
SYSTEM” 


NDER the above title, Ralph W. 

Manuel, president of the Marquette 
National Bank, Minneapolis, Minn., 
presented an article in the January num- 
ber of THE BANKERS MAGAZINE outlin- 
ing a system of banking which, he be- 
lieves, would enable our banks to be 
other than fair-weather institutions. The 
basic weakness of our banking system, 
in Mr. Manuel’s opinion, is not to be 
found in the free banking process, but 
“lies much deeper than mere matters 
of bank organization, bank supervision 
and personnel of bank management—it 
lies at the very base of our banking 
structure in the inherently unperform- 
able character of the obligation of the 
banks to convert the credit balances of 
their depositors into cash on demand, 
or short notice, and pay that cash out 
through the tellers’ windows.” 

His objection to this feature of our 
banking system rests upon the fact that 
savings deposits are placed on time and 
invested in obligations not payable on 
demand; and since this is the case, sav- 
ings depositors should be entitled to 
withdraw only such sums as can be real- 
ized by the sale of these obligations 
without undue sacrifice. (Of course, 
Mr. Manuel refers only to periods when 
exceptional demands for cash are be- 
ing made.) ; 

The payment of savings deposits, in 
the face of these exceptional demands, 
is not provided for by the sale of the 
securities in which the savings are in- 
vested, but by the sale of Government 
and other liquid securities held in the 
commercial department, thus bringing 
about a sudden contraction of deposit 
currency, with its consequent distress. 

An ideal solution of this savings 
problem, Mr. Manuel states, would be 
to remove the savings deposits from 
commercial banks to separate savings 
institutions, and an appropriate modi- 
fication of the contract between them 
and their depositors. As serious diffi- 
culties are recognized in transferring 
such deposits from the commercial 
banks to separate savings institutions, 
it is proposed that a segregation of the 
two classes of deposits be made, “the 
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securities in which savings funds are 
invested kept wholly separate from the 
loans which support commercial deposit 
liability.” 

The plan for separating these de- 
posits, either in special departments or 
otherwise, has long been advocated by 
some bankers, as it has been opposed 
by others. At present the plan seems 
to be growing in favor. 

Whether savings depositors would, in 
times of special demands on the banks, 
relish the idea of having payment of 
their deposits deferred until the secu- 
rities in which they were invested could 
be sold without undue sacrifice, remains 
to be seen. Many savings banks now 
have in their by-laws provisions for 
requiring sixty days’ notice of with- 
drawals. 

Mr. Manuel urges the consideration 
of his plan “primarily for the purpose 
of saving every man, woman and child 
in this country from the whole train of 
evils that arise from the attempted de- 
flation of a frozen banking structure.” 


O} 


FEDERAL DEPOSIT INSURANCE 


N a recent address Chairman Leo T. 

Crowley, of the Federal Deposit In- 
surance Corporation, gave an interest- 
ing account of the aims and achieve- 
ments of that organization. He quoted 
a rather familiar objection to deposit 
insurance (that it would lull depositors 
into a sense of false security, would en- 
courage bad and irresponsible banking, 
and that it was no substitute for good 
banking), and asked how valid were 
these objections in the light of four 
years of experience. He said that the 
constant aim of the corporation’s man- 
agement has been certainly not to sub- 
stitute deposit insurance for good bank- 
ing, but rather to build through deposit 
insurance for a stronger banking sys- 
tem than the country ever has had. 

It is only fair to say that some of the 
measures put into effect by the Federal 
Deposit Insurance Corporation are de- 
serving of high praise. 

The fact that the corporation may 
choose the banks it insures, may ter- 
minate insurance of banks persisting in 


unsound methods, that it employs a sys- 
tem of examination of its own, and es- 
pecially because of insistence on an 
adequate capital structure for the in- 
sured» banks—these are some of the 
measures unquestionably making for 
better banking. 

Chairman Crowley, in his address, 
referred with justifiable pride to the 
record made by the Federal Deposit 
Insurance Corporation in the four years 
of its operation. This record certainly 
contrasted most favorably with that 
made between 1921 and 1923. 

That the final test of deposit insur- 
ance may be yet to come was admitted 
by Mr. Crowley, who said that “should 
the loss record of the last few decades 
recur, neither the corporation nor the 
banks could bear the outlay that in- 
surance of deposits would involve.” 

Admitting that there are inequitable 
features in the present method of assess- 
ment of insured banks for purposes of 
deposit insurance, Mr. Crowley said 
that the remedy for this situation could 
not safely be applied without further 
proof of improved banking standards. 

Mr. Crowley expressed the belief that 
the time is ripe for increased local par- 
ticipation in the ownership of banking 
shares, and gave his reasons for this 
belief. But, unfortunately, he did not— 
and could not—say that the chief in- 
centive to such participation, that of 
profit, was in prospect. 

Under the chairmanship of Mr. 
Crowley, the affairs of the Federal De- 
posit Insurance Corporation seem to 
have been wisely administered, with the 
result that many bankers’ who opposed 
deposit insurance “in principle” have 
become more tolerant on the subject as 
viewed from the history of its operation. 


10) 


BANKS AND REAL ESTATE LOANS 


ANY explanations have been offered 
for the lag in the housing industry, 
such as the high cost of building ma- 
terials and of labor, the inability to 
secure an adequaté return on the in- 
vestment in view of prevailing economic 
conditions and heavy taxation. Another 
explanation put forth is that capital for 
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‘building purposes is either lacking, or 
if obtainable at all only at excessive 
rates. All these explanations have in 
them some truth, but it is only to the 
latter that present consideration will be 
given. 

There is plenty of evidence to be 
found that “easy money,” about which 
so much is heard in the higher circles 
of finance, is comparatively a stranger 
in the real estate loan market, although 
slight reductions in the interest rate are 
being offered in some cases for amor- 
tized loans. . But the benefits of “easy 
money” have not generally permeated 
among the mortgagors of real property. 

Old orthodox banking standards did 
not look favorably on real estate loans 
by commercial banks; and, from the 
standpoint of liquidity, this objection 
was sound. But “liquidity,” while 
highly desirable, takes on new aspects 
as banking develops. Under existing 
regulations of the Federal Reserve, al- 
most any kind of security is eligible for 
rediscount, including certain types of 
real estate mortgages. Besides, with 
Federal deposit insurance in effect, it 
hardly seems probable that there will 
be in future such general runs on the 
banks as have been witnessed in the 
past. And so long as the banks retain 
their present large proportionate hold- 
ings of Government securities, they have 
available enough liquid assets to meet 
even exceptional demands from de- 
positors. 

That interest rates on real estate 
loans have not, in many instances, fallen 
as they should have done, does not 
imply that in all cases they are ex- 
cessive or even higher than circum- 
stances warrant. Perhaps in those cases 
where borrowers have not received the 
benefit of lower rates it has been due to 
the general depreciation of real estate 
values, thus reducing the security on 
which the loan rests. 

To the banks the matter of first im- 
portance is that they have seen a large 
volume of business slipping away from 
them, chiefly to governmental institu- 
tions. That the banks could safely 
make loans ‘on the basis of 90 per cent. 
of the value of the property—the rate 
‘included in the Wagner-Steagall bill— 
“would not be advocated by anyone fa- 


‘miliar with the requirements of banking 


safety. But the banks might, without 
impairing necessary liquidity or lessen- 
ing their solvency, put more of their 
idle: funds at work in the real estate 
field. 

® 


A SOURCE OF BANKING RELIEF 


HEN exceptional demands are made 

on the banks for currency, they find 
it necessary, in many instances, to con- 
vert securities into cash at a time when 
the market for them may be decidedly 
unfavorable, with a consequent serious 
loss to the banks. As pointed out in 
an article appearing in the January 
number of THE BANKERS MAGAZINE, it 
is not only bonds that must be sacrificed 
to meet such demands, but the more 
liquid types of securities, thus causing 
a curtailment of short-term commercial 
loans. Such a situation aggravates 
conditions, and causes deflation at a 
time not favorable to it. ; 

An apparently forgotten method of 
relieving the banks from such losses, 
and of showing the public the incon- 
venience caused by them, was recently 
brought forward. Dr. Joseph E. Good- 
bar, president of the Society for Stabil- 
ity in Money and Banking, speaking at 
a recent meeting of that organization 
in New York, called this method to 
fresh attention. 

After laying down certain conditions 
which he considered essential to sound 


banking, Dr. Goodbar said: 


To make it possible for a solvent bank 
to pay off every dollar of its demand de- 
posits, without loss to depositors, or in- 
jury to the banks, or change in the total 
volume of circulating currency and de- 
mand deposits, and without inflationary or 
other dangers, it is suggested that demand 
deposits be made interchangeable with cur- 
rency. 


To carry out this proposal, it was 
suggested that the Federal Reserve banks 
be authorized to purchase specified 
assets of member banks by issuing “re- 
demption currency” in exchange. 


Of greater importance than the 
method of achieving this end—the in- 
terchangeability of demand deposits and 
currency—a recognition of this prin- 
ciple must be regarded as the more im- 
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STATEMENT OF 


THE WILLIAMSBURGH SAVINGS BANK 
BROOKLYN, N. Y. 


Dividend January First, 1938, 2% 


The Funds of the Bank are invested as follows: 


Cash in our Vaults and on Deposit with banks and trust companies, 


payable to us on demand....... wee-aeeewesione areale 


United States Government Bonds 
Bonds of States 

Bonds of Cities 

Bonds of Counties 

Bonds 

Bonds of School Districts 

Bonds of Villages 

Bonds of Railroads 


Investments 
Corporation 


in Savings Banks Trust Co. & Institutional 


$7,710,504.84 
$59,154,667.55 
21,252,564.41 
20,610,992.95 
2,990,444.40 
373,476.91 
1,029,469.75 
299,797.64 
2,115,998.70 107,827,412.31 
Securities 
1,730, 400.00 


23,634 First Mortgages on Real Estate in Kings, Queens and Nassau 


Counties 
Interest due and accrued 
Banking Houses 
Other Real Estate 
Other Assets 


Total Investments 
There is due 158,444 depositors 
There is due 1,569 “Xmas” 
Taxes Accrued 
Other Liabilities 


Reserve for Depreciation Stocks and Bonds 


Reserve for Unpaid Interest 


Reserve for Unpaid Taxes on Mortgaged Property 
Deferred Reserve Account—Other Real Estate Sales 


Which leaves.a surplus at investment value of 


Club Depositors 


128,589,366.25 
2,415,858.06 
5,800,000.00 
8, 260,325.00 
1,274,755.99 


$263,608,622.45 


$220,721,061.36 
6,913.10 
359,006.39 
89,816.63 
2,000,000.00 
400,000.00 
500,000.00 
17,135.00 $224,093,932.48 


$39,514,689.97 


to protect depositors against any possible loss. 


FOUNDED 


portant. This interchangeability was 
recognized by no less an authority than 
Alexander Hamilton, as it has been long 
since forgotten by most of his suc- 
cessors. 

When the European War broke out, 
resulting in exceptional demands on the 
banks for currency, this demand was 
met by the Act of May 31, 1908 (Ald- 
rich-Vreeland Act), and the currency 
thus issued served its temporary pur- 
pose without disturbing the banks, and 
with no real distrust of them on the 
part of the people. 

There is no doubt that, under proper 
regulations, solvent banks could be en- 
trusted with the right to emit their notes, 
thus saving the bank from senseless 
runs and the ultimate distress of the 
community. But Congress is extremely 
jealous of the right of issuing the 
limited amount of currency the banks 
could ever keep in circulation, but 
shows little concern about the enormous 
volume of what amounts in practice to 
currency—the deposits of the banks. 


1851 


An issue of notes is no remedy for 
bank insolvency, but it would provide, 
under proper regulation, a safe. and 
sound method for relieving banks of 
sudden and large demands for currency, 
which as the situation now exists can 
be met. only by a sacrifice of good 
banking assets, or by a resort to bor- 
rowing of the Federal Reserve, the 
latter course, besides being costly, not 
being regarded with favor by many 
banks. 

Whether the method of providing this 
relief as proposed by Dr. Goodbar may 
be the best or not, he has performed a 
most useful service in calling attention 
to the possibility of bringing about an 
interchangeability between deposits and 
currency. 


Some day, when the financial quacks. 
shall have exhausted their fantastic cur- 
rency schemes, the country may resort 
once more to the principles of sound 
banking so clearly discerned and ex- 
pressed by Alexander Hamilton. 
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If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


—_——_ ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
Book Dept.—465 Main St., Cambridge, Mass. 


You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $3.50 
in full payment or return the book. on 


approval 
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Our new depression--- 
What can we do about it? 


INCE the summer of 1937 we have 
experienced in this country a 
marked recession in the volume of 

industrial production, a sharp decline 
in the level of wholesale commodity 
prices, and a discouraging increase in 
the volume of unemployment. This 
downward phase of the business cycle 
which we are now experiencing has 
been rather popularly described as 
“The Roosevelt Depression,” particu- 
larly by those who do not see eye-to- 
eye with the economic policies of the 
current Administration, and who feel 
that credit for the recession appro- 
priately attaches to the popular leader 
who remarked of the preceding period 
of prosperity that “we planned it that 
way.” 

It is obviously rather silly of those 
who entertain a deep dislike of the 
President to feel that a business reces- 
sion should be welcomed or at least 
condoned on the ground that it may 
bring the President and his economic 
policies into popular disrepute. A long 
continued period of business hesitancy, 
however, may produce results which will 
be as thoroughly unsatisfactory to the 
orthodox business man or banker as 
anything which may have emanated 
from the present Administration. In 
the present period of widespread eco- 
nomic insecurity among an intelligent 
electorate intent upon attaining the 
reality of economic democracy, it would 
seem that the more sensible method of 
attacking the existing business recession 
would be to refrain from ridiculing the 
President or assuming a recalcitrant at- 
titude. The better approach would be 
to analyze the problem as the economist 
tries to do it in the hope that an analysis 
of the causes will aid in the formulation 
of a solution, for the sake of a better 
America for us all. In so far as cer- 
tain policies of the Administration may 
have contributed to the decline it is al- 
together probable that careful consid- 
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By Dr. A. Puitip WooLrson 
Economist; Member of the New York Bar 


eration by the Administration would be 
given to a considered presentation of 
such factors. To the degree, however, 
that the commercial banker and the 
business man may be to blame for con- 
tributing their share to the recession, 
it would be a mistake for them to put 
all the blame on the Administration’s 
economic policies. 

The errors of judgment on the part 
of the Administration in so far as they 
were responsible for the coming on of 
the depression or for its accentuation 
were to a degree errors of optimism, in 
that long run objectives were apparently 
conceived of as possible of achievement 
in a short period of time. In important 
measure, however, significant errors of 
judgment have rseulted from faulty 
economic thinking. 


Administration’s Errors of Judgment 


It will be convenient to make a care- 
ful analysis of the Administration’s 
errors of judgment before appraising 
the mistakes of business and finance in 
so far as these have contributed to the 
onset or the continuation of the depres- 
sion. 

The Administration’s errors of judg- 
ment may be classified under five 
major headings: 


(1) The belief that credit control 
measures on the part of the monetary 
management authorities could produce 
stability in the country’s credit and 
commodity price structures. 

(2) The belief that a rising agricul- 
tural price level meant a prosperous 
agriculture and ipso facto meant pros- 
perity in industry. 

(3) The belief that raising wage 
scales by legislative fiat would increase 
101 





consumer purchasing power and stimu- 
late re-employment. 

(4) The belief that at some point 
large-scale relief expenditures would 
stimulate industry and result in indus- 
try taking up the slack in employment. 

(5) The belief that through legisla- 
tion and the encouragement of labor 
unionization industrial losses through 
labor disputes could be avoided. 


1. Monetary Management and Credit 
and Price Stability. The statement that 
the Administration has erred in its be- 
lief that credit controls by our monetary 
management authorities would be suff- 
cient to produce stability in the credit 
and commodity price structures is not 
intended as criticism of the Administra- 
tion’s monetary policies. That it was 
necessary for the United States to de- 
part from the old gold standard in the 
light of the large scale international 
gold hoarding can hardly be questioned. 
Nor can it be disputed that the main- 
tenance of low long-term money rates 
for an extended period was a prime 
necessity in aiding the large scale Gov- 
ernment deficit financing which was of 
prime importance in rebuilding the 
country’s volume of commercial bank 
deposits. The sole point to be made 
here is that too great faith was placed 
by those in charge of formulating cen- 
tral bank policies in the ability of the 
central bank to control the volume and 
use of commercial bank credit to a de- 
gree that would prevent the commodity 
price level or the volume of business 
from getting out of hand. To some ex- 
tent the failure of the successful con- 
summation of the objectives of the 
monetary management authorities can 
be attributed to the rigidity of thought 
that is the weakness of all managed 
currency enthusiasts. But in impor- 
tant measure the failure of monetary 
management was a natural result of 
competitive practices of an inadequately 
regulated commercial banking system. 

The rigidity of thought of the mone- 
tary management authorities is evi- 
denced in the statement made in the 


Federal Reserve Bulletin for May, 1937. 


In that issue the Reserve authorities, 
commenting on the increase in reserve 
requirements and the elimination of 
about 3 billion dollars of excess re- 
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serves, expressed the thesis that the cus- 
tomary instruments of credit policy, 
namely, open-market operations and 
discount rates, would now be effective 
instruments of control. As the Reserve 
Board expressed it, “through elimina- 
tion of about 3 billion dollars in these 
excesses, the Federal Reserve System 
was’ brought into closer contact with 
the market and was placed in a posi- 
tion where sales or purchases in the 
open market could tighten or ease the 
market conditions in accordance with 
the public interest. In this way open 
market operations, a far more flexible 
instrument of credit policy than changes 
in reserve requirements, have once 
more become effective means of exert- 
ing the system’s influence on credit con- 
ditions.” 


Subsequent developments indicated 
that there was something wrong with 
the thesis that open-market operations 
had “once more become effective means 
of exerting the system’s influence on 
credit conditions.” What was wrong 
was that the monetary authorities had 
seemed to forget that the monetary or- 
ganism was a living thing and that ideal 
rules of monetary management could 
only be. assumed to function perfectly 
under the economist’s hypothesis of 
“other things being equal.” 


It is of course true that for a very 
short period in our financial history, in 
the period from 1923-28, it did seem 
as if the Federal Reserve authorities had 
found in open-market operations an ef- 
fective method of exerting the system’s 
influence on credit conditions. But the 
domestic credit and business picture was 
so entirely different in the past year 
from the earlier “ideal” period that it 
is difficult to understand why the Re- 
serve authorities felt that they had 
everything under control when they had 
increased member bank reserve re- 
quirements to the full extent permitted 
by law. 

The difference in credit conditions 
prevailing in. 1937 and in the 1923-28: 
period was due to two factors. In the 
first place, we had assumed an _ out- 
standing position as an international 
deposit banker due to the extraordinary 
expatriation of Continental funds and 
our commercial banking system was. 


THE BANKERS MAGAZINE for February, 1938 





‘Two New... Simplified 
Proving Plans 


Designed to meet 
TODAY’S REQUIREMENTS 


The new Burroughs Simplified Balancing Plan estab- 
lishes a simplified routine and a faster flow of iterms in 
the moderate-size bank at minimum cost. 


It eliminates needless operations and then simplifies 
those that remain. Items are written directly on the final 
records, which are balanced periodically during the day, 
so that the final balance is almost immediate. 


This Burroughs plan is so simple that it can be installed 
with a minimum of inconvenience and cost. 


The new Burroughs Simplified Proof Plan reduces item 
costs to a new low, provides better item control, and levels 
peak periods. Here are some specific advantages: 

1. New and inexperienced help can operate it satisfactorily. 


2. Errors are localized to the individual deposit, eliminating con- 
siderable checking time. 


3. Float and uncollected funds information are provided as a 
by-product of proving. 


. Rush items receive preferred attention, while remaining items 
are handled during slack periods. 


. The flexibility required to handle different types of deposits 
and varying types of sorts is provided. 


. Fewer machines are required, and machine demands at peak 
periods are lessened. 


7. Production is increased by eliminating non-productive steps. 


Call the local Burroughs office, or write to Burroughs Adding Machine Co., Detroit, Mich. 


Burroughs 
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holding an excessive volume of short 
deposits of foreign origin. In the sec- 
ond place, the commercial banking sys- 
tem’s investment portfolio was over- 
loaded with U. S. Government secu- 
rities resulting from the Treasury’s defi- 
cit financing operations. 


Because of these two factors the re- 
sult of the full increase in reserve re- 
quirements was to negative the policy 
to. make open-market operations effec- 
tive instruments of credit control. The 
result was to “freeze” the commercial 
banking system’s aggregate loan and in- 
vestment portfolio at about the then 
existing level in the face of the com- 
mercial banking system’s preference ,to 
maintain what is now realized as a new 
“normal” level of excess reserves of 
somewhere in the neighborhood of a 
billion dollars. The effect was that any 
increase in customers’ demands for 


loans from the commercial banks was 
not met by the use of existing excess 
reserves, but by a reduction in invest- 
ments, and such a reduction in the in- 
vestment portfolio was accentuated by 
the belief in commercial banking cir- 


cles that the peak in high-grade bond 
prices had been reached. The Federal 
Reserve System had put itself in’ the 
position where its fear of inflationary 
developments tended to induce a defla- 
tionary tendency in the commercial 
bank deposits and a deflation in the 
values of high-grade bonds. Subse- 
quent open-market operations had as 
little effect on credit conditions as the 
initial increase in reserve reqirements 
had in preventing inflationary tendencies 
in the commercial loan account. 

What then should be done, now that 
the spiral of credit deflation is with 
us? Successful monetary management 
would demand that the orthodox prin- 
ciples of quantitative credit control be 
temporarily abandoned. Under present 
conditions it is really immaterial 
whether member bank excess reserves 
stand at | billion or at 3 billion. The 
important thing is to reflate the volume 
of commercial bank deposits and, 
through effective qualitative credit con- 
trols, seek to secure a normal turnover 
of such deposits. Such reflation will 
have to be initiated by Government ex- 
penditures. Certainly, all “sterilized” 
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gold should be “desterilized,” and part 
if not all of the gold in the stabiliza- 
tion fund should be put to work in the 
commercial banking system. These 
funds should be used to meet current 
relief expenditures, to finance Recon- 
struction Finance Corporation loans to 
the multitude of small plants and 
businesses who are on the verge of go- 
ing under, to finance a large low-cost 
housing program, and any other means 
that would keep those now employed on 
the job. 

The emphasis placed in the past by 
our monetary management authorities 
on quantitative credit controls is due 
to the fact that effective qualitative 
credit controls have not been developed. 

It was the absence of effective qualita- 
tive credit controls that resulted in the 
development of those inflationary tend- 
encies that in turn led to the adoption 
of such stringent quantitative credit 
controls last year. 


The lack of effective qualitative credit 
controls is indicated by the astonishing 
increase in the member bank loan ac- 
count from early 1936 to the summer 
of 1937. In this period the total loans 
of reporting member banks in leading 
cities increased about 2 billion dollars 
or about 25 per cent., about half of the 
increase in loans occurring in the 


‘weekly reporting member banks in New 


York City. This large increase in mem- 
ber bank loans coincided with an in- 
crease in industrial production of 20 
per cent. (F. R. Bd. Index) and with 
an increase in factory employment in 
selected industries of about 16 per cent. 
This contrasts with the absence of any 
appreciable increase in total loans of 
reporting member banks for the period 
from late 1934 to early 1936, when the 
volume of industrial production (F. R. 
Bd. Index) increased about 40 per cent. 
and the volume of factory employment 
in selected industries increased about 
10 per cent. 

The problem that concerns us here is. 
whether it was necessary for reporting 
member banks to increase their loan 
account by about 25 per cent. to carry 
the increase in industrial production 
in the 1936-37. period, when in the 
1934-35 period the larger percentage 
increase in industrial production re- 
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quired no important increase in the loan 
account. It is conceivable that the in- 
crease in industrial production in the 
1936-37 period was in some measure 
rendered possible only by speculation 
in inventories financed by commercial 
bank credit. Certainly, the growth in 
commercial bank loans was far in ex- 
cess of so-called normal business re- 
quirements. If competition among 
banks to make a livelihood were re- 
strained by efforts of the monetary man- 
agement authorities to limit commercial 
bank loans to enterprises for financing 
anticipated normal consumptive re- 
quirements, it is entirely possible that 
the deflation in the commercial loan 
and investment account that we have 
experienced in recent months would 
have been avoided. Successful mone- 
tary management requires not merely 
the imposition of quantitative credit 
controls; it requires codperation by the 
commercial banking system in that a 
sharp and ‘continued increase in the de- 
mand by borrowers for bank loans 
should be viewed with suspicion after 
the volume of industrial production 
has risen about 80 per cent. from the 
low point in about three years. 


2. Rising Agricultural Prices and In- 
dustrial Prosperity. One of the theories 
apparently held by the Administration 
seems to imply that high prices for ag- 
ricultural commodities make for a 
prosperous agriculture, and that a pros- 
perous agriculture is a sine qua non for 
industrial prosperity. This viewpoint 
finds expression in Secretary of Agricul- 
ture Wallace’s Annual Report for 1937. 


In his report he says: 


Trends in farm income and factory pay- 
rolls show this clearly (city-farm inter- 


dependence). Farm cash income dropped 
more than six billion dollars between 1929 
and 1932. In the same period factory pay- 
rolls for the country as a whole dropped 
six and a half billion dollars. These slumps 
were the result of the same forces and re- 
flected a profound maladjustment in the 
rural-urban relationship. As the malad- 
justment disappeared, both rural and ur- 
ban incomes rose. Between 1932 and 1937 
the farm cash income increased by nearly 
five billion dollars and factory payrolls by 
about the same amount. Farm income and 
factory payrolls have moved up and down 
together in the United States for many 
years, and the correspondence of the totals 
has been very striking. Still more im- 
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portant, farm income and factory payrolls 
invariably go up and down together in 
about the same proportions. 


The fact that aggregate farm income 
and factory payrolls move up and down 
together is no indication that high agri- 
cultural income will bring with it a 
high volume of factory payrolls. It is 
just as true to say that rising factory 
payrolls will bring with it rising agri- 
cultural income, and that declining fac- 
tory payrolls will induce a decline in 
agricultural income. The fundamental 
conditions that will sustain factory pay- 
rolls are no different from those that 
are responsible for the maintenance of 
a high aggregate agricultural income. 

The item of factory payrolls is a 
product of three factors: 

(1) The number of those gainfully 
employed in industry. 

(2) The total number of hours 
worked in a given period of time; and 

(3) The average wage rate for the 
given period. — 

Wage rates may rise, and hours 
worked may increase, but if the total of 
those gainfully employed in industry 
decrease, the ultimate result may be that 
total factory payrolls may decrease. 
From the point of view of the aggre- 
gate of wage-earners’ purchasing power 
for agricultural products, however, the 
significant total is not the aggregate of 
factory payrolls of those employed in 
industry. The more significant figure 
from the point of view of the market 
for agricultural products among fac- 
tory workers would be to divide the 
total of factory payrolls among all 
those who derive their livelihood from 
industry, including those gainfully em- 
ployed and those industrially unem- 
ployed. Rising factory payrolls after 
making such an allowance would indi- 
cate that aggregate industrial workers’ 
purchasing power available for pur- 
chases of agricultural products was not 
anywhere nearly as favorable over the 
past several years as would be indicated 
by looking at the usual graphs of total 
factory payrolls. 

Probably the most important fallacy 
that results from superficially correlat- 
ing aggregate agricultural income, with 
unadjusted factory payrolls, is the 
emphasis that is placed on high agricul- 
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tural prices as an indispensable pre- 
requisite for high industrial employ- 
ment. Casual observation will indicate 
that the higher the proportion of the 
individual industrial workers’ income 
that is needed for the purchase of food- 
stuffs, the smaller will be the propor- 
tion of the worker’s income that is avail- 
able for the purchase of industrial 
products. The experience of the past 
year, when in certain industrial centers 
consumers struck against the high prices 
of foodstuffs, demonstrated that for 
many fully employed there could not 
have been left a sufficient margin above 
the cost of foodstuffs to carry off the 
market an increasing volume of indus- 
trial products. The picture is much less 
favorable if consideration be given to 
those partially employed or completely 
unemployed. 


The emphasis on high agricultural 
prices over the past several years has 
resulted in narrowing the market for 
industrial products, particularly for the 
durable consumer goods among those 
normally gainfully employed, which is 
by far the most important market for 
industrial products. The narrower the 
market for industrial products among 
the gainfully employed, the smaller 
will be the volume of industrial em- 
ployment, and ipso facto-the smaller 
will be the domestic market for our 
agricultural products. 

If the Administration would appre- 
ciate that high agricultural prices can- 
not be maintained where an appreciable 
percentage of the nation’s workers are 
unemployed, and if it could be dis- 
suaded from the belief that the main- 
tenance of a high agricultural income 
can only result from high agricultural 
prices and rigid production control 
programs financed from the proceeds 
of Federal taxation, the chances are that 
we should once again attain a condi- 
tion where reasonable prices for agri- 
cultural products will permit those 
normally gainfully employed by indus- 
try to have a growing income surplus 
above essential cost of living expendi- 
tures to enable industry to find an in- 
creasing market for its own products. 
The increased employment resulting 
therefrom will result in a broadened 
demand for agricultural products. 
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3. Raising wages by legislative fiat. 
The Administration has seemed to be 
of the belief that only through raising 
wages by legislative fiat can there be 
achieved that maintenance of consumer 
purchasing power so necessary for the 
perpetuation of business prosperity. 
The thesis seems to be that important 
sections of industry deliberately refrain 
from paying American wage rates, and 
that through Federal legislation such 
action can be and should be corrected. 

In a recent statement before the 
American Political Science Association, 
Assistant Attorney General Robert H. 
Jackson was quoted as saying that “it 
was estimated in 1929 that 200 non- 
financial corporations controlled 49 per 
cent. of the assets of all such corpora- 
tions. By 1933 the percentage had in- 
creased to 56 per cent.” It is an alto- 
gether plausible assumption that 
throughout this important segment of 
American business the average wage 
rate compares favorably with the wage 
standards contemplated as the objective 
to be established through Federal legis- 
lation. 

If such be the case, then the problem of 
raising wage rates through legislation 
becomes the problem of uniting that 
mass of small independent enterprises 
who find it increasingly difficult to make 
anything like a reasonable profit under 
the strain of the terrific competition re- 
sulting from the concentration of busi- 
ness in relatively few institutions of 
overwhelming economic power. It may 
be conceded that prevailing wage rates 
over an important section of this busi- 
ness group are below the wage rates 
contemplated as the objective of sweep- 
ing Federal legislation. It is not easy 
under those assumptions to visualize 
how wage rates can be raised through 
legislative fiat without wiping out the 
margin between income and expenses 
of an important portion of American 
business already finding it difficult to 
make both ends meet in the face of the 
concentrated competition of large-scale 
business. 

Two other aspects of this problem of 
increasing consumer purchasing power 
may be noted. One concerns itself with 
the increasing technological improve- 
ments in industry, the other concerns 
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itself with the problem of raising wage 
rates in that large area of employment 
controlled by our leading 200 corpora- 
tions. 


The rapid advance of technological 
improvement in the past several years 
in leading industries has necessarily 
meant that a so-called “normal” or 
prosperity volume of production in 
leading industries can be maintained 
with an ever-decreasing proportion of 
the country’s industrial workers. The 
result not only is a shrinking of mass 
purchasing power .in that particular 
sphere of American business; but the 
problems of small-scale industry become 
still more burdensome in that large- 
scale industry can increase production 
while maintaining prices and increase 
its corporate accumulations for further 
capital improvements. 


There is also a vicious cycle in large- 
scale industry in the relationship be- 
tween the adoption of technological im- 
provements and the pressure for higher 
wage rates. Where a high rate of cor- 


porate capital accumulation becomes 
the sole criterion of industrial pros- 


perity, the result is that, above a cer- 
tain point, demands for increased wage 
rates result ultimately in the develop- 
ment and adoption of new labor-saving 
devices. 

It would seem to be a fair conclu- 
sion to state that neither the Administra- 
tion nor big business has yet adequately 
tackled the difficult problem of main- 
taining mass purchasing power through 
increasing industrial wages or employ- 
ment. On the one hand, the endeavor 
through legislation to raise wage rates 
in sweeping fashion has rendered an 
important section of American indus- 
try uncertain as to its future profit- 
ability. On the other hand, the in- 
ability of big business in the aggregate 
to locate or develop new outlets of em- 
ployment for those who become the 
“technologically unemployed,” and the 
distinct lag in time in which big 
business decides to pass along to 
its gainfully employed an important 
share of the increasing profitability of 
large scale industry in the period of 
business recovery, are important fac- 
tors in making for a business recession. 
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4. Relief expenditures and _ Te- 
employment. For the past four years 
relief expenditures have been on a vast 
scale and have been an important cause 
of our large Federal budget deficits. 
Not till the spring of 1937 was any 
decided effort made to curtail relief ex- 
penditures, in the belief that industry 
was in a position to absorb an increas- 
ing number of the unemployed. 

The Administration theory on large- 
scale relief expenditures was that such 
expenditures were necessary not only to 
relieve want and suffering, but were 
vital to supply the deficit in consumer 
purchasing power which was needed to 
absorb the products of industry and to 
stimulate increased industrial produc- 
tion. The feeling was that in due 
course the increased market for indus- 
trial products would stimulate re- 
employment to a point where relief 
expenditures would taper off sharply 
without injury to the market for con- 
sumers’ goods. 

The results have not been exactly 
those that had been hoped for. There 
is no doubt that the growth in the vol- 
ume of business from 1932 to 1937 was 
stimulated by the large volume of relief 
expenditures. What was not generally 
realized was that the volume of relief 
expenditures had become such an im- 
portant element in the volume of aggre- 
gate consumer purchasing power for 
both industrial and agricultural prod- 
ucts that the decision to curtail relief 
expenditures at a time when the aver- 
age worker was finding that his income 
left him a narrower margin above es- 
sential cost of living items necessarily 
implied a decline in the aggregate de- 
mand for industrial and agricultural 
products. Relief expenditures had as- 
sumed such an important part in the 
country’s economic structure that they 
represented the difference between the 
maintenance of a prosperity-profit level 
of industry and trade and a subnormal 
profitless level of business. Thus it 
was that when early in 1937 the volume 
of relief expenditures began to taper 
off noticeably, it did not take long for 
the deficit in consumer purchasing 
power to result in the accumulation of 
unsalable inventories of consumer 
goods. 
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The error made by the Administra- 
tion and by business leaders was in 
believing that the rising indices of in- 
dustrial production and factory employ- 
ment indicated that recovery had 
reached the point where industry and 
trade could stand on their own feet and 
absorb an increasing number of the 
unemployed with the anticipated nor- 
mal increase in the volume of business. 
The fact was that the growth in employ- 
ment that accompanied the growth in 
the volume of industry and trade was 
not sufficient to absorb the increasing 
quantity of consumer goods that hit 
the market. Early in 1937 the best 
available indices of the volume of in- 
dustrial activity indicated that we had 
reached approximately a “normal” or 
prosperity volume of business, whereas 
the available indices of employment 
- indicated that the number of gainfully 
employed necessary to transact the 
“normal” volume of business was sub- 
stantially under a “normal” volume. 
Never before in the United States at a 
comparable phase of the business cycle 
has “normal” business been associated 
with such “subnormal” employment. 
Since industry and trade could carry 
on a prosperity level of business with 
such a large labor surplus continuing 
in the country, it was necessary for the 
maintenance of prosperity that con- 
sumer purchasing power be maintained 
through large-scale relief expenditures. 

The conclusion seems to be that until 
industry and trade develop means of 
finding jobs for all those normally em- 
ployed in these fields, the Government 
will have to refrain from reducing re- 
lief expenditures, but on the contrary 
probably increase them. 

Particularly would the burden of re- 
employment seem to be with the execu- 
tive leaders of those 200 corporations 
which control so significant a propor- 
tion of the national wealth and who, 
through codperation by industrial 
groups, might well develop a construc- 
tive program which the country feels 
they sooner or later must produce. 

5. The Administration and the Union- 
ization Problem. In no previous Ad- 
ministration have the problems of labor 
received such sympathetic consideration 
as in the current Administration. The 
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belief seems to have been that: by in- 
creasing labor’s strength the tendency 
would be to eliminate serious industrial 
disputes and the losses in mass purchas- 
ing power through strikes could be 
sharply reduced if not avoided. 

The experience over the past several 
years has been entirely to the contrary. 
The losses in consumer purchasing 
power through strikes have been large, 
and the character of labor disputes in 
many cases has been such as to arouse 
doubt in many instances as to the abil- 
ity or desire of labor unions to comply 
fully with the terms of their contracts. 
Moreover, the generally favorable atti- 
tude of the Administration to labor has 
resulted in a bitter struggle in the ranks 
of labor itself as to which group will 
profit most through unionization ac- 
tivities, which activities have in many 
cases had unfortunate results on the 
country’s volume of business. 


It is unquestionably true that indus- 
try in the aggregate in this country has 
in the past been very backward in its 
recognition of labor. It must by this 
time be obvious to all industrial leaders 
that labor must be recognized as a bar- 
gaining power, and that nothing will be 
gained by the attempts to use force to 
prevent recognition of labor unions. 
Just as obviously, it is the duty of labor 
to clean up the disputes in its own 
ranks, so that a high degree of confi- 
dence may be established in the minds 
of the industrial leaders as to the abil- 
ity of labor leaders to control their or- 
ganizations. 

One of the phases of the problem of 
unionization has been the “growing 
pains” resulting from the attempt of 
labor leaders to organize labor over 
many fields in a short space of time. 
The result has been that specific com- 
panies have found themselves involved 
in disputes between rival trade unions. 
It is altogether likely that such develop- 
ments will be increasingly infrequent as 
labor learns to control itself. 

It is not possible to state conclusively 
as to what degree the increase in labor 
disputes has been a contributory factor 
in the current depression. It may be 
that a reactionary attitude on the part 
of industrial leaders in refusing to 
recognize labor has caused a damming 
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up of the flow of investment funds into 
industrial projects. It may also be that 
the extensive unionization activities of 
labor led labor leaders to make de- 
mands for wage rates and hours of labor 
that in many instances could not be 
borne by the industries concerned if 
such firms were to continue to operate 
with a profit. What does stand out is 
that the Administration’s labor legisla- 
tion has thus far failed to induce the 
rapprochement between labor and capi- 
tal so necessary for a revival of busi- 
ness prosperity. 
* * * 

In short, the principal factors that 
collaborated in bringing about a re- 
versal of business conditions in the late 
summer of 1937 were, the reversal by 
the monetary management authorities 
of their very easy credit policy; the ex- 
cessive rate of growth of bank loans 
by the commercial banking system; the 
declining surplus of wage earners’ in- 
comes available for the purchase of in- 
dustrial products as a result of a 
sharply rising cost of living; the de- 
cline in work relief expenditures, the 
uncertainty in an important section of 
business created by labor difficulties 
and the increasing labor costs; the in- 
ability of industry and commerce to in- 
crease the volume of employment com- 
mensurate with the growth in the 
volume of business, and an excessive 
accumulation of consumers’ goods in 
many important industrial fields. 

In recent weeks suggestions have 
emanated from various sources as to 
the correct manner in which to halt the 
deflation and to bring about a resump- 
tion of the upward trend of production 
and employment. Probably the two 
outstanding expressions of opinion have 
come from a leading Administration 
lawyer and from a leading ex-Admin- 
istration economist. 

In recent speeches Robert H. Jackson, 
Assistant Attorney-General, seemed to 
imply that a vigorous Administration 
attack on monopolistic practices of big 
business would result in the establish- 
ment of conditions favorable for indus- 
trial recovery. “The only way to in- 
sure a reasonably steady well-being for 
the nation as a whole is for government 
to act as an impartial overseer of our in- 


dustrial progress, ready at all times to 
call. a halt to monopolistic practices 
which threaten to throw our economy 
out of order.” . . . “Monopoly prices 
and monopoly profits jumped beyond 
all reason and way above the price level 
that small business could get.” ... 
“The blunt truth is that today we have 
in command of big business by and 
large the same Bourbons who were in 
command of the defeat of 1929 and 
who since then have learned nothing 
and forgotten nothing.” 


To paraphrase Mr. Jackson’s thoughts, 
he would seem to say that the monopo- 
listic practices of big business have 
boosted specific prices unduly; that 
consumer demand could not keep up 
with these high prices; that a reduction 
of such prices could be best brought 
about through government initiative, 
and that such government action ~ 
would be instrumental in_ initiating 
business recovery. 

Professor O. M. W. Sprague does not 
discuss monopolistic practices in sug- 
gesting that a reduction in prices 
throughout the capital goods industries 
would be an important aid in the in- 
itiation of a recovery movement. “A 
general reduction of prices to the point 
at which a modest profit would still be 
realized as production approached full 
capacity would seem to provide the 
basis for a general expansion in de- 
mand.” 

Dr. Sprague goes considerably fur- 
ther than Mr. Jackson when he suggests 
that a general reduction of prices 
throughout the heavy industries be fol- 
lowed by an equally widespread reduc- 
tion of wages for organized labor in 
those industries. “It is only a general 
reduction of wage rates of all groups 
of skilled workers that work in associa- 
tion in producing a given product that 
can be expected to exert a stimulating 
influence on demand.” Mr. Jackson 
knows “too much about big business to 
attack labor for its struggle to get a 
decent wage or to blame it for this re- 
cession. Labor has had nowhere near 
the percentage advance that big busi- 
ness has given to its own darlings.” 

The one point that stands out in cur- 
rent discussion about the depression is 
that few now believe that high prices 
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or a rising price level are in themselves 
sufficient to assure the maintenance of 
a prosperity volume of business and 
employment. It is now pretty widely 
appreciated that a rising price level may 
be symptomatic of the development of 
maladjustments in the industrial pic- 
ture which sooner or later induce a re- 
versal in the recovery movement. 

It will be rcealled that recently 
Assistant Attorney-General Robert Jack- 
son made certain very critical remarks 
about steel prices and the manner in 
which the steel industry had priced it- 
self off the market. It is of course just 
as difficult to estimate to what extent 
and at what time steel prices should 
have been reduced if steel activity were 
to be maintained at high levels, as it 
is to know how much weight to give 
to high steel prices as a factor in bring- 
ing on the current depression. But it 
is possible to indicate that there is con- 
siderable basis of truth in the conten- 
tions of those who maintain that the 
high prices of products of capital-goods 
industries would in due course be an 
important factor in inducing or ac- 


centuating a slump in production. It 
should be pointed out that what was 
not foreseen was that reduction of relief 


expenditures, an overextended bank 
loan situation, a reversal of over-easy 
money conditions, an undue rise in the 
wage-earners cost of living, the defla- 
tionary effects of high taxation, business 
uncertainty as to labor demands, and 
the high prices in the capital goods in- 
dustries, should all come to a head in 
the late summer of 1937, with the con- 
sequent slump in business activity. 

The student of business cycles in 
analyzing business trends makes use of 
the concept of a “normal” volume of 
business if he discusses business in the 
aggregate; or he may use the term of 
a particular branch of industrial ac- 
tivity. 

To the statistician the “normal’’ value 
for any date “is viewed as the value 
which would be recorded for the given 
series if the effects of all accidental and 
complicating forces could be elimi- 
nated, leaving only the effect of nor- 
mal growth.” (F. C. Mills—Statisti- 
cal Methods 1924, p. 256.) 

In the spring of 1937 representative 
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indices indicated that the general level 
of industrial activity: was approaching 
“normal,” a level which previous busi- 
ness cycle experience indicated should 
be maintained, if not improved upon, 
for a considerable period in the future. 
The fact that such a result did not 
eventuate suggests that important mal- 
adjustments of more than a temporary 
nature had occurred in the business 
picture. 

It is generally realized that pros- 
perity cannot be maintained if some in- 
dustries are running at so-called “nor- 
mal” or better than “normal” levels, 
while other important industries are 
running at “subnormal” levels. To 
maintain the general level of industrial 
activity at “normal” volume, all indus- 
try must move along together each at 
its respective rate of growth. If cer- 
tain lines of activity are advancing at 
a rate above their anticipated rates of 
growth, while others are lagging be- 
hind, the combined statistical average 
may show an aggregate “normal” vol- 
ume of industrial activity which would 
be an index of a general prosperity 
which did not actually exist. 


Such was the experience in the spring 
of 1937. To take one example, the 
steel industry was operating at close to 
capacity levels, a volume which was 
considerably above “normal” when full 
consideraiton is given to the level of 
activity of several of the more impor- 
tant consumers of steel products such 
as the construction and railway indus- 
tries. The experience of the last four 
months of 1937 suggests that an appre- 
ciable degree of this “abnormal” steel 
activity was due to “stocking up” by 
consumers either anticipating future 
substantial price increases or further 
steel labor difficulties. In any case, 
substantially advancing steel prices at 
a time when maladjustments were al- 
ready developing throughout the indus- 
trial picture, served only to render 
more difficult the possibility of the mal- 
adjusted situations correcting them- 
selves. It is only too clear that when 
an important industry is producing at 
normal levels while other important 
branches of activity are operating at far 
below normal volumes, that in so far 
as it lies within the power of the former, 
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every aid should be given the latter to 
attain normal productivity. 

One of the results of the develop- 
ment of maladjustments in industrial 
production and prices is the unfortunate 
misdirected capital investment that it 
creates. By misdirected capital invest- 
ment is meant not so much the flow of 
investment capital into increasing plant 
capacity in an industry which is operat- 
ing abnormally, but rather the flow of 
investors’ funds into speculation in the 
securities of that industry which seems 
to have such assured prosperity ahead 
of it. 


One of the great mysteries of our 
times is the volume of capital accumula- 
tion of individuals that is absorbed in 
“investment” in the stocks of corporate 
enterprises. It is thus extremely un- 
fortunate that there is not available any 
data which would indicate what pro- 
portion of the capital accumulations of 
individuals over the past four years has 
found its way into stock speculation or 
investment. For the larger the volume 
of such investment, the larger is the 
capital loss that has occurred in the 
past few months, and the slower will 
be the so-called normal forces working 
for recovery. 

To return once more to developments 
in the steel industry. When steel ac- 
tivity was proceeding at record levels, 
and when steel prices were kept at ex- 
ceptionally profitable heights, the urge 
to “invest” in steel stocks was quite 
obvious, with the result that an excep- 
tionally large volume of investors’ sav- 
ings flowed into the securities of this 
industry. The decline in steel activity 
which carried the prices of steel securi- 
ties down with it must have extin- 
guished an important proportion of the 
capital of some investors. When one 
considers the aggregate shrinkage in 
values of all securities in the past sev- 
eral months, one begins to appreciate 
how great losses may ‘result to the com- 
munity from overoptimism attributable 
to the development of preventable mal- 
adjustments in the production and price 
‘structures. 

In recent weeks a rather violent dis- 
cussion has been carried on in the pub- 
lic press as to the influences of the un- 
distributed profits tax, the capital gains 
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tax, and the so-called “strike of capital,” 
and upon the inability of business to 
maintain the favorable levels reached 
in the summer of 1937. Statistical veri- 
fication of all of these factors has not 
been presented, and without denying 
the importance of all of them, it is 
definitely impossible to estimate in just 
what degree each contributed to the 
business slump beginning in the late 
summer of 1937. 

It would seem entirely probable that 
the distribution of dividends resulting 
from the existence of the undistributed 
profits tax was an important influence 
in the rise of stock prices in 1936 and 
early 1937, a rise which inevitably drew 
into the stock market a large volume of 
individual savings, the value of which 
in due course suffered a considerable 
shrinkage in the subsequent stock mar- 
ket decline. It is also perfectly con- 
ceivable that the capital gains tax was 
a factor in inducing individuals to 
maintain their stock holdings when 
stock prices were rising; but human 
nature being what it is, there is no as- 
surance that the picture would have 
been appreciably different if there had 
been no capital gains tax. But it is 
important to note that the undistributed 
profits tax weighed particularly heavily 
on that mass of smaller enterprises 
whose securities are not listed on the 
exchanges, and which were beginning 
to see daylight with the improvement in 
business. The undistributed profits tax 
in this latter instance was an effective 
force in reducing industrial purchasing 
power at a time when an increase was 
needed to maintain the prosperity level 
of aggregate industrial activity. 

The so-called “strike of capital” as 
a factor in inducing business recession 
has a degree of truth in it. Individuals 
with savings pressing for investment 
were on an increasing scale, prior to 
the collapse, engaged in competing for 
the listed stock exchange securities of 
the leading industrial corporations. The 
individual investor as a rule was not 
interested in investing in the general 
run of railroad stocks or of public 
utility stocks, about whose future profit- 
ability he felt that he had reason to 
doubt. On the other hand, while many 
of the larger corporations had either 
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large corporate surpluses idle in the 
banks, others found it considerably 
cheaper to secure funds from the com- 
mercial banks than from the capital 
market. It seems safe to say that big 
business did not indulge in any de- 
liberate “strike.” 

Since it is apparent that many fac- 
tors contributed to the onset of the de- 
pression and to accentuation of the 
downtrend, any attempt to reverse the 
downtrend must proceed on the assump- 
tion that there is no simple solution 
but it must be approached on several di- 
verse fronts. 


Recovery Dependent upon Co- 
operation 


In the last analysis, the rate of re- 
covery from this new depression will 
depend upon the degree of codperation 
between capital, labor and the Adminis- 
tration. Since the initial step is to 
arrest the deflation, it will be incumbent 
upon the Administration to increase 
consumer purchasing power by a sharp 
rise in expenditures. Such an increase 


in expenditures may well find an outlet 
in an extensive housing program, which 
would involve a degree of codperation 
between the producers of building ma- 
terials and building trades workers that 
would permit low cost construction for 


the people who could afford it. The 
commercial banking system will find it 
necessary to continue to purchase long- 
term Government securities at low in- 
terest yields to help in financing Gov- 
ernment requirements. Labor will have 
to codperate in a swift settlement of its 
factional disputes and desist from de- 
manding wage increases till industry 
gets back on its feet. The utility and 
the railroad industries will have to put 
their own houses in order so that cap- 
ital investment will be attracted to these 
fields. Government taxation policies 
should be revised to permit growth in 
small-scale enterprises. The Adminis- 
tration should desist from efforts to 
create a scale of agricultural prices 
which the industrial population cannot 
support. Large-scale business must ad- 


just its viewpoint to a willingness to 
carry on at profit levels sharply below 
the 1928 or 1936 experience. The di- 
version by uninformed investors of their 
savings to bidding up the values of 
stock exchange securities must be pre- 
vented if continued capital accumulation 
is not to become “frozen” in stock cer- 
tificates. The Reserve authorities will 
have to keep an eye on commercial bank 
lending transactions with a view to pre- 
venting a rate of expansion in produc- 
tion or inventories in any industry 
that will result in the development of 
maladjustments in the country’s pro- 
duction and price structure. 


@ 


LITTLE DANGER OF INFLATION 


THERE is little danger of inflation in 
the United States despite the unbalanced 
budget, Dr. Marcus Nadler, professor 
of finance at New York University and 
research director of the Institute of In- 
ternational Finance, told the recent 
meeting of the New York State Society 
of Certified Public Accountants. 

“The authorities in Washington have 
clearly realized the dangers inherent 
in the accumulation of large amounts 
of gold and in the existence of excess 
reserve balance,” he said. “In fact, one 
may say that the Reserve authorities 
were afraid of inflation and acted too 
hastily, at least in part, by restricting 
the volume of credit. 

“The deficit of the budget is inflation- 
ary only when the deficit is met by the 
sale of bonds to the banks. When the 
deficit of the Government is met by the 
utilization of social security taxes or 
through the sale of savings certificates 
to individuals it is not inflationary at 
all, because it does not create additional 
deposits. 

“A careful and unbiased analysis of 
economic conditions in the United 
States reveals that this country is suffer- 
ing from a confidence crisis rarely wit- 
nessed in a period when the underlying 
fundamentals are as sound as at present. 
There is no need to fear a prolonged 
depression.” 
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Appraising municipal credit 


By Basit C. Ropes 


NALYSTS of municipal securities 
are often inclined to emphasize 
one condition or other in deter- 

mining the qualities of municipal bonds. 
Special circumstances frequently dictate 
the employment of one set of factors in 
preference to others in appraising mu- 
nicipal credit. While there is ample 
justification at times in pursuing one 
particular course, it is expedient, never- 
theless, to adopt a well-defined pro- 
cedure which can provide the basis for 
making a comprehensive analysis of 
municipal securities and a reliable ap- 
praising of municipal credit. 

In appraising municipal credit dur- 
ing the years 1932 and 1933, emphasis 
was directed for the most part upon the 
current financial position of municipali- 


ties, because of an impaired budgetary 


equilibrium brought about by a severe 
drop in revenues and sharply reduced 
tax collections. Most cities were emerg- 
ing from an expansion period during 
which debts, budgets and taxes had been 
progressively increased over the previ- 
ous ten years and the required read- 
justments were necessarily slow to ad- 
vance. Many cities had financied pub- 
lic improvements through short-term 
loans, while others had accumulated tax 
anticipation and tax revenue notes to 
meet current expenditures, when tax col- 
lections had suddenly dropped. The 
difficulties of Fall River, Mass., Detroit, 
and Toledo during that period had their 
origin primarily in an overextended 
condition brought about by large ma- 
turing obligations and an upset budget. 

In the subsequent years the factors 
which required particular 
were current financial operations and 
the degree of their adjustment to de- 
pressed business conditions, lower tax 
levies, poor collections and large un- 
employment relief outlays. The dis- 
posal of accumulated deficiencies and 
the funding of short-term loans were 
other conditions which demanded con- 
sideration. Likewise the method of fi- 
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attention 


nancing unemployment relief expendi- 
tures and the nature of obligations as- 
sumed under the PWA and WPA pro- 
grams sponsored by the Federal Gov- 
ernment required careful scrutiny. 
During periods of expansion, when 
business conditions are generally good, 
more importance is attached to current 
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operating costs and to public improve- 
ments. Government costs, taxes and 
debts should not advance far ahead of 
the curve of economic development. 
Financial performance should be har- 
monized with economic progress in 
order to avoid the pitfalls of malad- 
justments. Under prevailing conditions 
and assuming that finances have been 
completely adjusted during the recovery 
period, more emphasis should be placed 
upon the trend of Government expendi- 
tures, relationship of taxation to busi- 
ness, the nature of relief expenditures 
and method of their financing, current 
and prospective social responsibilities, 
and the nature and character of public 
improvements. 


Economic Base Paramount 


Although these conditions are impor- 
tant factors which must be studied in 
appraising municipal credit, they do 
not provide a sufficient basis in making 
a comprehensive analysis. There are 
two broad groups of factors which re- 
quire consideration. One group con- 
sists of the economic factors, embracing 
sources of income to the community, in- 
dustrial diversification, business condi- 
tions, population and _ its nature, and 
government and its form and personnel. 
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The other group consists of financial 
factors made up of assessed valuations 
and their composition, debts, tax and 
tax collections, budgetary operations 
and budgetary trends, the current fi- 
nancial position, and municipal prop- 
erties and enterprises. While both 
(groups comprise very important factors 
constituting the basic elements upon 
which municipal credit rests, emphasis 
should be placed upon the economic 
group, because of its fundamental im- 
portance. With a well-founded eco- 
‘nomic background, financial develop- 
ments can be properly adjusted to at- 
tain a sound credit rating. It is not 
ito be implied that an overextended debt 
‘structure and a haphazard financial 
policy have not impaired the credit 
standing of many a municipality, but 
given a sound economic base, the ap- 
propriate financial readjustments can 
\be applied to restore a deranged credit. 
~ As an illustration, the case of Buffalo 
may be cited. Towards the end of 1935 
uncertainty prevailed in certain quar- 
ters regarding the credit of Buffalo. 
The city’s finances had been confused 
because of an ill-advised financial policy 
low tax 


of maintaining artificially 
rates, the refunding of maturing ob- 
ligations and the funding of unemploy- 


ment relief outlays. Its economic back- 
ground, however, remained fundamen- 
tally unchanged. Buffalo possesses a 
sound economic base by virtue of its 
industrial diversification, its strategic 
geographic location, its conservative 
growth and an otherwise efficient gov- 
ernment machinery. When, conse- 
quently, the city increased its tax rate 
and provided for the retirement of the 
bulk of its maturing obligations from 
current revenues, the clouds over the 
city’s credit were gradually dispersing. 


Industrial Diversification Yields 
Stability 


A well-instituted economic base finds 


its origin on well-diversified sources of — 


income from which the community de- 
rives its support. Economic progress 
and the nature of developed wealth, 
location and transportation facilities and 
such factors as sources of raw materials, 
supply of labor, and markets are im- 
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portant problems deserving considera- 
tion. The long-term trend of industrial 
development of the community must be 
carefully surveyed. It is generally 
recognized that industrial diversifica- 
tion is the best guarantee for a stability 
of income sources. Under normal con- 
ditions it is improbable that sources of 
income would be affected at the same 
time in the same degree. On the other 
hand, the so-called “one industry 
towns” are subject to sharp fluctuations 
because their source of income is sub- 
ject to sudden changes. The well- 
diversified economic base of Cincinnati, 
for instance, is far superior to that of 
Akron, which depends primarily upon 
the rubber-tire industry. Likewise, the 
economic background of Buffalo can 
better withstand the shocks of business 
changes than that of Detroit, which is 
largley dependent upon the automobile 
industry. 

Other factors requiring analysis are 
population and government. Popula- 
tion and its growth are important con- 
siderations in municipal credit. The 
growth of population reflects the de- 
velopment and progress of a commu- 
nity over a period of years. A grow- 
ing population is usually accompanied 
by an increasing economic activity, ex- 
panding wealth and rising values. The 
rate of growth, however, should be care- 
fully watched, because a precipitate 
growth may bring about an unhealthy 
expansion of values, debts, budgets, and 
taxes and may result in serious difficul- 
ties when the necessary readjustments 
have to be effected. Population must 
he also studied from another angle. It 


is important to examine the nature = 


racial composition, as these ane 
determine social responsibilities and 
social trends. Although social progress 
is desirable, it must be harmonized 
with the economic development and the 
financial resources of the community. 
Form of government and its organi- 
zation and government personnel must 
be studied, because they have a direct 
bearing upon municipal credit. The 
number and_character_of the overlap- 
ng districts and-their-relationship_to 
Bn municipal government also require 
scrutiny, because they affect government 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, December 31, 1937 


RESOURCES 


CasH AND DUE FROM BANKS ........... . .$ 708,039,850.53 


U. S. GOvERNMENT OBLIGATIONS, DIRECT AND FULLY 
GUARANTEED .. . ks Week LA ade Se es 603 362,028.86 
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CP ONUE SIUOEIS gg) ei ee et we ed te oe 5,862,414.18 
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United States Government and other securities carried at $152,427,444.32 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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costs and determine the division of 
powers and responsibility. It has been 
generally admitted that the so-called 
city manager form of government has 
been more successful than the older 
systems of local government. The City 
of Cincinnati is often cited as the out- 
standing example of a successful city- 
manager form of municipal government. 
There are other cities which have also 
shown excellent results with the intro- 
duction of this type of government. 
Among others, mention may be made of 
Binghampton, N. Y., Norfolk, Va., and 
Oklahoma City, Okla. 


Debt Burden Must Be Reasonable 


A composite analysis of finances in- 
cludes the study of many financial fac- 
tors. The analysis of the “financial 
statement” is an important step. The 
financial statement usually consists of 
assessed valuations and the debt sched- 
ule. Assessed valuations should be ex- 
amined as to their composition, nature 
and basis of valuation, inasmuch as 
they reflect local wealth subject to taxa- 
tion. The debt schedule of municipal- 
ities is incomplete in most instances, 
because cities seldom incorporate in 
their financial statement overlapping 
obligations. In studying the debt load 
of municipalities, the character and 
nature of the debt must be analyzed, 
and the gross and net debt must be dis- 
tinctly ascertained. Overlapping ob- 
ligations must be also included in order 
to complete the debt schedule. The debt 
load must be in reasonable relation to 
wealth and population. What consti- 
tutes a reasonable debt burden depends 
upon many factors and conditions. The 
amount of debt which a community can 
comfortably carry and discharge within 
a reasonable period of time depends 
primarily upon local wealth and many 
other prerequisites. Obviously, larger 
cities with well-diversified resources are 
better able to support a given debt load 
than smaller communities. Likewise, 
the general development of the com- 
munity determines ability to meet debts. 
The New England communities, for in- 
stance, can support proportionately a 
larger debt load than Southern cities. 

A survey made by the Municipal 
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Service Department of Dun & Brad- 
street, for the year 1935, covering the 
190 larger cities in the United States 
showed that the media average net debt 
ratio was 7.3 per cent. of assessed valua- 
tions as adjusted to true values, and 
the per capita net debt averaged ap- 
proximately $110. Results of individual 
cities obviously varied considerably. 
Taking the per capita debt alone as an 
illustration, we find that St. Louis re- 
ported a per capita debt of $88. Phila- 
delphia’s net debt per capita was $224. 
The aggregate net debt per capita in 
Cleveland amounted to $144. San Fran- 
cisco’s net debt per capita was $160 
while that of New York City exceeded 
$200 per capita. These cities had a 
debt load considerably above the aver- 
age. On the other hand, several cities 
had a net debt considerably below the 
average. Among others, Brockton, 
Mass., reported a net debt per capita 
of $24. Wheeling, W. Va., had a net 
debt per capita of $32; that of Macon, 
Ga., amounted to $30, while Spring- 
field, Ill., exhibited a net debt per capita 
of $48. 

Practically all states have adopted 
regulations either by constitutional 
amendments or by legislative acts re- 
stricting the amount of debts which their 
political subdivisions may contract. 
The limit is usually based upon assessed 
valuations and varies in the different 
states. In New Jersey, the limit for 
counties is 4 per cent. of assessed valua- 
tions and that for cities, 7 per cent. In 
New York State, the limit is generally 
10 per cent. for all political entities. 
Many exemptions, however, have been 
granted nullifying the restrictive nature 
of these limits. In many states special 
assessment and special improvement 
bonds are exempted. Likewise, refund- 
ing issues are usually deductible. Prac- 
tically all states exempt water bonds 
and other self-supporting obligations. 
Philadelphia and New York have been 
given extraordinary powers to contract 
debts for their transit systems outside 
of the debt limits of the respective 
states. Although, from the legal stand- 
point, the legal limit is very important 
because it affects the legality of indi- 
vidual bond ‘issues, from the analytical 
standpoint only debts contracted for 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 
December 31, 1937 


RESOURCES 


Cash and Due from Banks 
U. S. Government Securities .... 
State and Municipal Bonds 


$222,004,463.06 
134,970,507.10 
15,090,421.68 


Stock of Federal Reserve Bank .... 2,263.950.00 
Other Securities i 59,260.878.26 
Loans, Bills Purchased and 
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Mortgages gral 27,300,400.70 
Banking Houses 14,046,267.38 
Other Real Estate Equities 5,325,340.96 
Customers’ Liability for Acceptances . 17,567,568.17 
Accrued Interest and Other Resources 2,379.044.33 


$731,853,275.76 


LIABILITIES 

Preferred Stock .... $ 9,421,020.00 
Common Stock 32.998,440.00 
Surplus and 

Undivided Profits .. 45,129,356.66 87,548,816.66 
Reserves 10,799,751.65 
Common Stock Dividend 

(Payable January 3, 1938) ...... 824,958.00 
Preferred Stock Dividend 

(Payable January 15, 1938) 235,525.50 
Outstanding Acceptances Yi 18,470,206.85 
Liability as Endorser on Acceptances 

and Foreign Bills 3,681,487.32 
Deposits . 610,292,529.78 


$731,853,275.76 


Principal Office: 55 Broad Street, New York City 
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European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


Both Common and Preferred shares have a par value of $20 each. 
The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accrued dividends. 
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fully self-supporting enterprises and 
current obligations may be deducted 
from the gross debt (also net sinking 
funds) to arrive at the net debt load 
of a community taking into considera- 
tion overlapping obligations. 


Tax Collections Control Finances 


Another_important_consideration _is 
tax collections. The amount of the tax 
levy collected during the year deserves 
careful analysis, because municipal 
budgets are based for the most part 

on the general property tax—the tax 

The record over a period of years 
an Se _taken. Many municipalities 
budget their tax expenditures upon 100 
per cent. tax collections relying upon 
temporary financing contracted through 
short-term notes, known as tax anticipa- 
tion notes, to meet their current finan- 
cial requirements. Because tax collec- 
tions suffered severely during the _de- 
pression years, the practice has been 
gaining in favor to base budgets upon 
such a portion of the tax levy as is ex- 
pected to be actually collected during 
the tax year, and to budget in addition 





the anticipated collections of delinquent 


taxes. Philadelphia and Minneapolis, 
among the larger cities, employ this 
method. Many other municipalities set 
up reserves for delinquent taxes, ac- 
complishing the same results. In or- 
der to maintain budget equilibrium, 
several states have introduced special 
legislation known generally as “the 
cash basis laws.” The state of New 
Jersey, for instance, requires those 
cities, which have funded past defi- 
ciencies and operate now under the 
“cash basis laws” of 1934 and 1935, to 
base their budgets upon the amount of 
tax levies actually to be collected dur- 
ing the year as determined by collec- 
tions of previous years, and to budget 
in addition the anticipated collections 
of delinquent taxes. The State of Kansas 
has introduced various laws, the ulti- 
mate purpose of which is to preserve 
budget equilibrium and avoid the ac- 
cumulation of short-term debts. The 
State of California restricts budget ap- 
propriations from year to year within 
certain limits. 

The measure of success of municipal- 
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ities with regard to their tax _collec- 

fac- 
tors. Development of local wealth and 
current _ business conditions are - con- 
trolling influences. The tax rate itself 
is also important for the obvious reason 
that a high tax rate and a burdensome 
levy are difficult to collect. In some in- 
stances established_policy and the treat- 
ment of delinquencies play a significant 
part. The slow record of collections of 
Boston and that of other Massachusetts 
cities, for example, is not attributed al- 
together to a burdensome tax levy. An 
established custom of allowing late pay- 
ments is partly responsible for the slow 
nature of their collections. Obviously, 
the larger the amount of tax levies col- 
lected during the tax year, the better 
is the record. The national average for 
the larger cities in the United States as 
computed by the Municipal Service De- 
partment of Dun & Bradstreet, for the 
year 1936, was 86.1 per cent. The rec- 
ord of individual cities, however, varies. 
San Francisco, for instance, presents one 
of the best records, realizing annually 
in excess of 98 per cent. of the tax levy. 
Philadelphia’s collections in 1936 were 
reported to be 87.2 per cent. and those 
of Boston amounted to 74.1 per cent. 
Dallas, Texas, has shown a stable rec- 
ord and its collections were 90.9 per 
cent. in 1936. Baltimore reported col- 
lections of 94.24 per cent. (realty), 
while New York City showed collec- 
tions of approximately 89 per cent. of 
the levy for the year 1937. 


The importance of tax collections 
cannot be overemphasized. Tax collec- 
tions affect budgetary operations and the 
current financial position of municipal- 
ities. .In certain instances, they might 
even determine the ability of cities to 
meet debt service charges. A number 
of states have placed limitations upon 
the general property tax, known as tax 
limitation laws. Debts are generally 
exempted from these limitations. Al- 
though a large number of states have 
introduced such legislation, the states 
in which the limits have actually re- 
stricted the tax levy, and have caused 
financial problems, are Alabama, Ohio, 
Michigan, West Virginia, Indiana, and 
Washington. In addition, several states, 
including Florida, Oklahoma, Louisiana, 
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Minnesota, Missouri, North Carolina, 
and West Virginia have adopted 
“homestead” tax exemptions, releasing 
from certain general property taxes a 
portion of the assessed valuation of 
privately owned and occupied homes. 


Legality and Tax Status Important 


The question of legality must be con- 
sidered. Municipal bonds should be 
accompanied by the opinion of a com- 
petent counsel regarding their legality, 


because there is no cure for an illegally 


In the table headed ‘*Compara- 
tive Yields’? which appeared on 
page 57 of the January number 
(in Mr. Rodes’ previous article) 
the third column should be 
headed 1936 and not 1926. 


marketed bond issue. Likewise, the tax 
status of municipal securities must be 
studied. Although municipal securities 
are wholly exempt from all Federal 
taxation, not all states exempt obliga- 
tions originating by themselves or their 
political entities. The tax may apply 
to the invested capital or to the income 
derived therefrom. Iowa taxed recently 
the income derived from municipal ob- 
ligations originating within the state 
and issued after the state income tax 
went into effect. The exemption privi- 
lege is very important in computing 
yields. Pennsylvania, for instance, has 
an eight mills tax upon bonds, but 
municipal securities originating within 
the state are exempt. 

In this brief résumé the salient ques- 
tions and problems related to the tech- 
nique of analyzing municipal securities 
have been briefly described. _ It is im- 
portant to realize that the credit. posi- 
tion of political entities is the product 
of a series of financial developments 
over a period of years. The funda- 
mental attributes, however, for a satis- 
factory credit are a well diversified eco- 
nomic base and the pursuing of a sound 
financial policy. The past debt record 


often supplies additional light. Munici- 
pal credit has undergone many altera- 
tions in the past few years, not only by 
virtue of changing economic and finan- 
cial conditions, but by way of a modi- 
fied conception of public responsibility. 
Like any other class of investment 
media, municipal securities require now- 
days constant survey in order to safe- 
guard invested capital. 


© 


BEWILDERED BANKERS 


THROUGH the activities of the so-called 
“New Deal” the old-established land- 
marks and guide-posts of fundamental 
principles have been entirely set aside 
or obliterated and the promised mark- 
ers supposed to lead us through the 
planned and controlled economy of this 
modernistic age are still in a stage of 
experimentation, have not yet been 
properly painted and, consequently, 
have not been set up on the highways 
of business for its guidance, and there- 
fore business must necessarily grope its 
way through the uncharted sea of the 
future without being able to rely upon 
the established fundamentals of the 
past. There is some consolation in the 
fact that we still know the east, because 
that is where the sun still rises in the 
morning; we still know the west, be- 
cause that is where the sun sets in the 
evening; we can safely be guided by 
the north star during the night. The 
flowers still bloom in the spring, sum- 
mer succeeds the spring, autumn fol- 
lows the summer, and the snows of 
winter come after the autumn, after the 
rain comes sunshine, all of which is 
evidence that the fundamental prin- 
ciples are unchangeable and must and 
will prevail in the final analysis, and 
with this assurance we are justified in 
applying the experiences of the past 
as the final guidance for the distant 
future, although, perhaps, the imme- 
diate future must be more or less 
judged by the immediate existing con- 
ditions and governmental programs of 
experimentation.—J. F. Schmidt, vice- 
president, State Bank of Waterloo, Ill. 
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Business recession in relation 
to government policy 


By WintHrop W. ALprRICcH 
Chairman, Board of Directors, The Chase National Bank, New York 


VERSHADOWING all other do- 
mestic developments in 1937 has 
been the very acute recession in 

business. The decline in general in- 
dustrial activity from August to De- 
cember was one of the sharpest on 
record. In the short space of four 
months most of the recovery gains in 
current volume of production of the 
preceding two years were lost. 

The sharpsess of the recession indi- 
cates that the previous period of recov- 
ery in business activity was based in 
part at least on certain artificial cir- 
cumstances. The heavy expenditures by 
the United States Government, which 
were designed to increase “purchasing 
power” and which were financed 
through the commercial banking sys- 
tem, were neither normal nor desirable. 
Further evidence of the artificiality of 
the recovery period is afforded by the 
uneven character of the recovery in 
various parts of the world, the lag of 
world trade behind domestic recovery, 
and the réle of rearmament expendi- 
tures and non-economic public works, 
in many countries, in expanding indus- 
trial activity. Economic stability is 
never attained by substituting govern- 
ment expenditures and bank credit for 
economic adjustment which today finds 
its true basis in the widening of the 
markets and the removal of trade bar- 
riers. 

Our economic activity since the be- 
ginning of the revival in 1933 has been 
primarily in the field of consumers’ 
goods. The industries which provide 
the instruments of production them- 
selves have been relatively inactive. 
Excessive costs have been a major re- 
tarding factor in the case of construc- 
tion, but one main factor retarding all 


From an address before the Chamber of 
Commerce of the State of New York. 
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of the capital goods industries has been 
the inadequacy of long-term capital 
available for industrial use. This is 
due to a variety of causes. One has 
been the tendency to drain off the avail- 
able capital of the country for govern- 
mental use. Another has been the un- 
certainty with respect to the future of 
the currency, which has made investors 
hesitate to make long-term loans for 
fixed capital uses. There have been 
other uncertainties with respect to gov- 
ernmental competition, notably in the 
case of the public utilities, which have 
made both investors and business en- 
terprises hesitant to increase fixed in- 
vestment. The general uncertainties 
with respect to the effect of govern- 
mental policies on business profits have 
had the result that business enterprises 
have preferred to make short-term plans 
based on their existing capital equip- 
ment rather than to initiate long-term 
plans which involve large expansion of 
capital equipment. The same uncer- 
tainties have had the further result that 
investors have preferred to buy sea- 
soned and supposedly liquid securities 
rather than to finance new enterprises. 

August of 1937 was, with allowance 
made for the season, the best business 
month of the year. But August also 
brought the revelation of the startling 
thinness of the equity markets. The 
high income taxes, the capital gains 
tax, the high margin requirements, the 
restrictions on floor traders and special- 
ists, the limitations on officers and di- 
rectors of corporations in buying and 
selling their own securities and other 
factors made for a thin market in which 
large declines took place on the basis 
of a small volume of selling. In the 
United States, more perhaps than in 
other countries, stock fluctuations affect 
the decisions of the business community. 
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And a stock market that declines rapidly, 
even if for internal causes, tends to be 
reflected in a decline in business activ- 
ity and thus find its justification in the 
decline it has helped to produce. 

The political setting was not favor- 
able to a strong business confidence 
which could long resist a drastic de- 
cline in securities. The Administra- 
tion’s attitude toward the Supreme 
Court, the projected plans for the re- 
organization of the administrative de- 
partment of the Federal Government, 
the uncertainties regarding government 
policy toward business, and particularly 
toward the utility industry, all received 
new emphasis as the stock market broke, 
and as men sought the explanation for 
the break. 

New emphasis was also given to the 
acute labor difficulties which had ex- 
isted earlier in the year and to the ap- 
prehensions which had been aroused by 
the proposed Wages and Hours bill. -A 
further factor of importance was for- 
eign political developments which 
proved very disquieting. 

The causes for the recession cannot 
be found in monetary factors. The low 


levels of bank lending rates, which per- 
sisted despite the increase in reserve 
requirements and the continued sterili- 
zation of gold, gave definite evidence 


that there was no credit strain. Re- 
cessions may occur despite the existence 
of low money rates, and low money 
rates are not in themselves sufficient to 
promote recovery. 

This latter point has been well illus- 
trated in the failure of residential con- 
struction to respond to the stimulation 
of low interest rates. This failure is to be 
attributed to the increase in construc- 
tion costs which far outstripped the rise 
in rents. Cheap money, whether in the 
mortgage or investment markets, in and 
by itself does not lead to full employ- 
ment in the durable goods industries. 

An interesting development from the 
point of view of the money market was 
the repatriation of short-term banking 
funds on the part of Europeans which 
took place during the last quarter of 
the year, partly due to renewed con- 
fidence in the French financial position 
on the part of French nationals. 
This not only checked the flow of 


gold to this country, but also browght 
about a releasing or exportation of gold. 
However, those forces which brought 
about the great gold inflow of 1934-37, 
the instability of the world political 
situation, de facto stabilization of the 
dollar in the absence of stabilization of 
sterling and other important currencies, 
the increase in gold production, and the 
absence of American foreign investment, 
are still present and may cause a re- 
newed flow of gold to the United States. 


The business figures which are avail- 
able in December suggest that the de- 
cline has ceased and that the business 
curve is flattening out—at a level which 
did not look unpromising when we 
reached it in 1935 but which is none- 
theless much too low. Retail distribu- 
tion continues relatively high. The ex- 
treme rapidity with which we have 
dropped to this level is in itself a hope- 
ful sign. In many lines the decline 
has certainly gone too far, and in any 
case there has not been time for the 
weakening of the financial structure or 
for the exhaustion of the savings of the 
people which a slow and prolonged de- 
cline of the same dimensions would 
have involved. 

There are encouraging political de- 
velopments. The Wages and Hours bill 
has, for the present at least, been de- 
feated, the responsible financial com- 
mittees of the Congress are at work on 
plans for revising the capital gains tax 
and the undistributed profits tax, ap- 
parently with the Administration’s ap- 
proval.- Efforts are being made to work 
out an adjustment between the Adminis- 
tration and the public utilities. The 
Secretary of the Treasury has announced 
the purpose of the Administration to 
balance the budget by economies and 
to rely upon private capital rather than 
Federal pump priming for business re- 
vival. The political situation is not 
clear with respect to all these matters. 
But there is evidence that Washington 
is increasingly convinced that only an 
adequate dealing with the problems 
can lead to an early reversal of the 
business tide. On the other hand, I 
think that the best business opinion con- 
verges in the view that an adequate and 
prompt dealing with these problems 
will lead to fundamental improvement. 
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Invest in Improved 


.- « PUBLIC RELATIONS 


No matter whether your bank is new or old, large or small, its 
success in the last analysis depends upon the good will and friend- 
liness of the people of your community. . . . Here is a book 


which covers in detail the art of “‘public relations’’—the technique 
of presenting your bank and its services in a favorable light. 


The author of this 
book spent three years 
reviewing everything 
that has ever been 
written on the subject 
of bank advertising, 
selling or merchandis- 
ing methods. 


This book is not only 
a condensation of his 
own views and expe- 
rience in this field but 
it also reflects the best 
thought of many other 
practical authorities. 


MERCHANDISING 


for Banks, Trust Companies and 
Investment Houses 


By L. D. MEREDITH 


HIS book discusses not just bank adver- 

tising, or selling banking services, but 
the whole “merchandising process." The 
author believes that bank services may be 
“*marketed’’ on just as scientific a basis as 
manufactured products and that bankers 
should take just as much pains to analyze 
every step in the process which includes the 
four elements of merchandising, namely, 
market analysis, advertising, selling and 
publicity. 

Financial institutions offer a wide variety 
of services and these services interest the 
consumer for a wide variety of reasons 
demanding many different kinds of ‘“‘ap- 
peals.”” Between the producer, the bank or 
investment house, and the consumer there 
exists a wide gap which must be bridged: 
This means devoting careful and intelligent 
attention to the tastes of the consumers and 
to the methods by which the message of 
the offering institution may be conveyed to 
customers and prospects. 

This book doesn’t discuss means of get- 
ting “‘new business’ by ballyhoo methods 
only to find that the business thus secured 
costs far more than it was worth. But it 
does show how banks can analyze their 
merchandising problems, decrease their sell- 
ing costs and maintain the good will and 
good understanding of their present cus- 
tomers and future prospects. 

We would be glad to send this book on 
approval without obligation to any bank or 
banker in the United States. 


Price $5.00 delivered. 


BANKERS PUBLISHING COMPANY 


465 MAIN STREET 
CAMBRIDGE, MASS. 
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The tax situation of foreign 
investments in the United States 


HE Revenue Act of 1937 has 

brought into existence several new 

regulations of high importance for 
foreign business groups, especially 
banks and investors, with financial in- 
terests in the United States. 

One feature of the new law is the 
change in the taxation of holding cor- 
porations founded by United States citi- 
zens in foreign countries, irrespective 
of the fact whether or not these com- 
panies hold domestic or foreign secu- 
rities. The new statute, following the 
Canadian example, requires the Ameri- 
can owner to pay taxes, corresponding 
to his share in the company, for the 
income réceived by the holding com- 
pany, even if this income has not been 
distributed by the company to the stock- 
holders. This new regulation makes 
the idea to incorporate and maintain 
foreign holding companies unattractive 
and unprofitable to the American tax- 
payer. A general duty to report all 
interests in such holding companies has 
been established, the violation of which 
will be severely punished. This duty 
is retroactive, and it is binding not only 
on the taxpayer personally, but upon 
everybody who assisted in forming or 
reorganizing such company. 

It seems to be reasonably certain that 
practically all holding companies of 
this kind will be dissolved in the near 
future, especially as the statute bestows 
favors upon those companies which 
may be dissolved within the next 
months. No fear, however, is justified 
that the liquidation of these companies 
will bring about substantial pressure on 
the markets, as, in all probability, most 
of the holdings will be retained on per- 
sonal account of the persons in interest. 


Importance of the Question 


Of the utmost importance are the 
regulations in reference to the taxation 
of foreign business and investments in 


the United States. 
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By Dr. FREDERICK W. FIsNER 
New York 


There is no levy on capital in the 
United States, because the Constitution, 
for all practical purposes, has em- 
powered Congress only with the author- 
ity to tax income. Therefore, foreign 
capitalists, while worried in their own 
countries also with taxes on capital, 
need not struggle with such taxes for 
their investments in the United States. 


There are two different systems in 
existence in regard to the taxation of 
income of foreigners, the one applying 
to natural persons and partnerships, 
while the other system is used for cor- 
porate entities. 


As among natural persons, two 
classes are distinguished. The first 
class (A) consists of those persons not 
engaged in trade or business within the 
United States and who have no office 
or place of business therein. The other 
class (B) comprises those persons in 
regard to whom one of these conditions 
exists—the persons who are either en- 
gaged in trade or business within the 
United States or who have an office or 
place of business therein. An alien 
non-resident who buys or sells secu- 
rities or commodities in the United 
States through an American broker or 
agent is not considered to be engaged 
in trade or business within the United 
States, in the meaning of the Revenue 
Act. 

The rate of taxation for members of 
group A is 10 per cent. of the gross 
income derived from sources within the 
United States, unless the yearly income 
amounts to more than $21,600. In cer- 
tain cases the rate may be reduced by 
the U. S. Government to 5 per cent. In- 
come, under this heading, consists 
especially of interest, dividends, royal- 
ties, or annuities from American secu- 
rities, whether or not these securities 
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are actually deposited within the United 
States. The companies which pay the 
interests or dividends must withhold the 
10 per cent. as agents for the Govern- 
ment. 

The following kinds of income are 
exempt from taxation for this group: 

(1) Interest on bonds issued by the 
various states of the Union or their sub- 
divisions, on certain bonds of the United 
States, on Treasury notes and Treasury 
bills and on Postal Savings Bonds, 

(2) Interest paid by banks on money 
deposited with them, 

(3) Income resulting from buying 
and selling securities and commodities. 

The members of this group, with an 
income of less than $21,600, do not 
enjoy the privilege of fixed personal 
exemption nor of deductions from their 
gross income. The 10 per cent., there- 
fore, has to be paid even on the small- 
est amounts, provided that it is the kind 
of income which is taxable. It is not 
necessary for these taxpayers to file an 
income tax declaration, as the tax is 
withheld at the source. 

In Group B are those non-resident 
aliens who are either engaged in trade 
or business within the United States or 
who have an office or place of business 
therein. The tax situation for these tax- 
payers is in general the same as for 
American citizens. There is, however, 
one fundamental difference, in that these 
non-resident aliens have to pay taxes 
only upon income derived from sources 
within the United States. The income 
from the above-mentioned Government 
bonds is tax exempt also for these tax- 
payers. On the other hand, gains made 
by these persons through buying or 
selling of securities or commodities, or 
through other business activities, are 
taxable as income. This may be partly 
compensated for by the privilege 
granted to this group to make certain 
deductions from the taxable income, an 
advantage not offered to the members 
of Group A. The possibilities of deduc- 
tion most important for practical pur- 
poses are: 


(1) All ordinary and necessary ex- 
penses incurred in carrying on trade or 
business ; 

(2) Interest on indebtedness; 

(3) Certain taxes; 
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(4) Certain losses; 
(5) Depreciation; 
(6) Depletion. 


All these deductions, however, are 
allowed only if and to the extent that 
they are connected with income from 
sources within the United States. In 
addition to these deductions, a personal 
exemption of $1000 will be allowed to 
members of this group. These persons 
are required to file tax returns annually 
on or before June 15. 

In the same position as members of 
Group B are those members of Group A 
whose income amounts to more than 
$21,600. The 10 per cent. paid by these 
persons already in the form of the with- 
holding tax at the source will be de- 
ducted from the taxes found to be due. 
It is, therefore, very important that 
these persons, when filing their returns, 
indicate the amounts of taxes already 
paid by the withholding at the source. 

As the tax is computed according to 
a highly technical system, it is not pos- 
sible to indicate its amount by a simple 
figure. The following synopsis, how- 
ever, gives a clear view of the tax due 
for the respective income brackets. It 
is supposed that all deductions and al- 
lowances, except the personal exemp- 
tion of $1000, have already been con- 
sidered in computing the net income. 
It is further supposed that the taxpayer 
has earned a part of his income through 
his personal work; otherwise the tax 
will be slightly higher. 


Taxable Net 
Income 


$9,000 
10,000 
12,000 
16,000 
20,000 
32,000 
50,000 
80,000 
100,000 
200,000 
500,000 


Taxable Net 
Income 

$1,000 Re 
1,500 $14 
2,000 32 
2,500 50 
3,000 68 
3,500 86 
4,000 104 
4,500 122 
5,000 140 
6,000 216 
7,000 292 
8,000 378 


Tax 
$464 
560 
782 
1,234 
1,834 
4,374 
9,334 
22,034 


Tax 


305,224 


These taxes are about the same as 
paid by American citizens. 

The foregoing proves that it is of 
utmost importance for an alien non- 
resident taxpayer to ascertain definitely 
to which of the groups above mentioned 
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GENERAL 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


GEN! 


MOTORS ACCEPTANCE 


MOTORS 


INSTALMENT 
PLAN 


CORPORATION 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


R A L 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


he belongs. In many cases the decisive 
point is whether or not the taxpayer 
has an office or place of business within 
the United States. The United States 
Treasury states in regard to this ques- 
tion (Reg. 94, Art. 211-7, Par. 6) that 
it can be decided solely on the merits 
of each individual case. In order to 
answer the questions in the affirmative, 
a place for the regular transaction of 
business must exist; a place for only 
occasional or incidental conduct of 
business will not suffice. The fact that 
the non-alien resident maintains an 
office at the respective place must be 
readily apparent to the public. Whether 
or not additional features are required 
can be decided for each case only upon 
the particular facts. 


Taxation of Foreign Corporations 


For foreign corporations a different 
system of taxation exists. Corporations 
are, in the same way as individuals, di- 
vided into two classes, belonging either 
to Group A or B, as described above. 
There is, however, no special group 
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BRANCHES IN PRINCIPAL CITIES 


with an income of more than $21,600, 
as exists for individuals. 

The tax rate for foreign corporations 
of Group A is 15 per cent., for income 
in form of dividends only 10 per cent. 
The regulations in regard to deductions, 
allowances, etc., for this group are the 
same as apply to individuals of Group 
A. The undistributed profit tax applies 
only to domestic corporations, never to 
foreign corporations. 

The taxable income for corporations 
of Group B is compounded in the same 
way as for individuals of that group. 
There is no personal exemption of 
$1000, such as exists for individuals. 
However, the foreign corporation may 
deduct from its income 85 per cent. of 
all amounts received as dividends from 
American corporations. The tax rate 
for these corporations is 22 per cent. 
The tax return must be filed annually 
on or before March 15. If no return 
is filed no deductions of or allowances 
on the gross income will be permitted. 

The following example shows how 
widely the tax fluctuates in the differ- 
ent classes of business organization. It 
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is assumed that the whole income is de- 
rived by a foreigner as interest from 
American shares, without any additional 
gain or loss. 


Individuals 
Group Group 
A B 


Net Income Corporations 
Group Group 
A B 
$100 386 $33 
1,000 330 
10,000 3,300 


$1,000 
10,000 
100,000 


$100 : 
1,000 600 
$3,354 33,354 


There is, in addition, a one per 
thousand excise tax (capital stock tax) 
for foreign corporations of Group B 
on that part of the capital of the cor- 
poration employed for the conduct of 
business in the United States. If the 
profit of the corporation is more than 
10 per cent., an 8 per cent. excess profit 
tax will be levied upon that excess 
profit; this tax is somewhat higher if 
the profit exceeds 10 per cent. 


The question which form of business 
organization adapts itself as the most 
practical one for the investment of for- 
eign capital in the United States can 
be answered only upon the knowledge 
of all circumstances of each individual 
case. Besides the question of the 
amount of the capital and the income, 
the chances for possible gains and 
losses have to be considered, as well 
as the purpose intended by the investor 
in making the investment in a foreign 
country, and the kind of the investment. 
These questions will be discussed in an- 


other article. 
© 


ELEMENTS OF CONFIDENCE 
LACKING 


FRoM a statement made before the 
Senate Committee on Unemployment 
and Relief, by William J. Kelly, presi- 
dent of the Machinery and Allied Prod- 
ucts Institute, certain essentials were 
stated as being necessary to recovery in 
the durable goods industry. Confidence 
was declared to be the first essential. 
In his statement before the committee, 


Mr. Kelly said: 


So that we may understand each other 
on what I mean by confidence or its ab- 
sence, please permit me to add this: 

We must have confidence in a favorable 
long-range view on the part of the man 
who owns or operates an enterprise, and 
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confidence on the part of the individual in- 
vestor who ventures forth with the savings 
with which business is maintained and ex- 
panded. 

There is nothing about price-fixing that 
inspires confidence. What the American 
people want is stiffer competition and lower 
prices. Government in recent years and 
until lately has thrown its influence behind 
the raising and the pegging of prices. 

There is nothing about a sit-down strike 
that inspires confidence on the part of the 
employer or the investing public, either in 
the men who sit, or in the labor organiza- 
tion which approves their sitting, or in the 
law-enforcing officials who permitted and 
may again permit them to sit undisturbed. 
I need not remind you further of the costly 
sitting that was done starting last spring. 

There is nothing about the public state- 
ments of certain conspicuous spokesmen for 
the Administration during the last two or 
three weeks or prior thereto that would in- 
spire confidence. There is nothing in Gov- 
ernmental anti-saving policies (such as the 
undistributed earnings surtax and suppres- 
sion of the capital markets) that inspires 
confidence. 

There is nothing in Federal regulation 
of wages and hours, such as offered by the 
Black-Connery Fair Labor Standards Bill, 
that inspires confidence. 

There is nothing in the frequently advo- 
cated philosophy of national economic plan- 
ning, with its essential coercion ef free en- 
terprise by government, which inspires 
confidence on the part of the operator to 
seek or the investor to provide capital for 
new or expanding enterprise. 

An operator in the durable goods indus- 
tries, forced by the nature of his business 
to make long-range plans, must weigh these 
conflicting and discouraging factors. A 
little fellow with a thousand dollars of 
venture funds, to be prudent about invest- 
ing that money, wisely takes into considera- 
tion not only the factors I have enumerated, 
but many more. 


ONE ROAD TO UTOPIA 


Ir we had just one generation of prop- 
erly born, adequately educated, healthy 
children, developed in character, we 
would have Utopia itself, even if we 
don’t succeed with planned economy.— 
Herbert Hoover. 


A BANK DEFINED 


Just what is a bank? We have never 
known but one definition of the word 
bank. A bank is a safe place to keep 
money and valuables—however small 
or large the amount—and to get them 
whenever you wish.—First National 


Bank, Miami, Fla. 
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RECOVERY IN REVERSE 


Record of New York, Chicago, Philadelphia 
and Boston banks during the year 1937 ... 


By F. L. Garcia 


Statistician, Hoit, Rose & Troster 


ANKS in the money centers during 
1937 felt the pressure of the sec- 
ond increase in reserve require- 

ments, large-scale recall of interior 
bank deposits, decline in employed 
funds especially in Government secu- 
rities, and drop in demand deposits. For 
nine months of the year business loans 
increased importantly, but this expan- 
sion was insufficient to offset the larger 
decline in security loans and _ invest- 
ments, so that total earning assets were 
generally lower. And after an upward 
flurry in the early part of the year, 
money rates sagged once again to low 
levels. Net result of the year was a 
smaller volume of earning assets at con- 
tinued low rates. 

Like the business picture, the bank- 
ing year was a study in contrasts. In 
the first two months of 1937, the credit 
authorities continued their policy of re- 
strictive control over excess reserves. 
The Treasury put into effect its gold 
sterilization process in January and at 
the end of the month the Federal Re- 
serve Board of Governors announced the 
second 50 per cent. increase in reserve 
requirements, one-half to be effective 
March 1 and the other half on May 1. 
It was estimated that this move would 
impound $1.5 billion in reserves and 
leave excess reserves at about $500 mil- 
lion. 

In preparation for this increase in 
reserves, member banks began selling 
Government securities in February. 
Commencing on February 17, interior 
banks began to withdraw New York de- 
posits, and by March 3, the drop was 
$114 million, making the New York 
excess reserves position uncomfortable. 
Between March 3 and May 5, another 
$311 million in bank deposits left New 
York. In meeting these withdrawals, 
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the burden fell on Government security 
holdings. Member banks sold $698 
million in Governments in March, and 
the market cracked, with losses mount- 
ing to 334 points for the first three 
weeks of the month. Excess reserves of 
New York banks touched a low of $350 
million in March, compared with $870 
million on February 10. The Treasury 
bill rate, most sensitive of the short- 
term rates, rose from 0.12 per cent. av- 
erage in December to 0.60 per cent. 
average in April. 

Under the circumstances, the Board 
of Governors modified their restrictive 
policy, and during April, the Federal 
Reserve banks bought $96 million in 
Governments. Excess reserves of mem- 
ber banks recovered to $1643 million 
on April 28, compared with $1269 mil- 
lion on March 24. The Treasury bill 
rate eased off to average of 0.49 per 
cent. in July. In August, rediscount 
rate was reduced to 1 per cent. in New 
York, lowest rate in the history of the 
system; and announcement of revised 
Regulation “A” in September further 
gave the impression of the Board’s in- 
tention to keep money rates low. 

However, the Board was obliged to 
intervene further in September because 
of the New York situation. During July, 
$176 million in deposits left New York 
banks, and since Governments were de- 
creased only $11 million, the decline in 
deposits was largely met out of excess 
reserves, which dipped $128 million to 
only $42 million on August 4. A 
month later, on September 8, excess re- 
serves of New York banks were down 
again to only $85 million. But busi- 
ness loans had been increasing, a sea- 
sonal rise in both business loans and 
circulation was in the offing and interior 
banks might continue to draw on bal- 


127: 





603 = L's O9t =F ese = OL 8's €'8 19°8 88°F snr, viydepeliyd AW PPA 
PIE = SFT Sh = sG'SF 7 ce 8. 2 68°S 61'L eecceeeeecoes QaniT PIBItH 
663 SFE 6°ST 9°8T ese =—s«d'8 L’g 3's TS'9 81°6 * ‘ojo ‘Auvdurop vruvaAsuueg 


Bsst WSs Wes %Y'E MOLE W'Sl WE'st %6'6 eT'L ¢9°6 ‘'* TemoeN Brydeperryg 
—VIHdTadV'IIHd 
METS WSs Wese 6's M06 6WYFT WT'Or *%7F's 90'TT 62°9T sete’ Quer. 
pf LTE —-9"&6 8°9F ssth 63'S LLUIT = 9L6T [euoyeN uvotroury 
: L aP'0T G9°LT sss** TeuOTyeN A4IO 


G°Ss 8°8z 9°9T i ULF CZI+ 8° 
8°6T 9°13 STs 8°6T 6 LE ; FST oF 916 SLs vers genni, staiey 
€01 $31 i G2 368 Tse : Th T9 61ST 0S'F3 ** qsniy, w10yz10N 
LZ STs 9°68 9°88 T'¥8 ; Ll G'S 18°6 €9°8T * [BUOT}VN 4SIL7 

WIVES AW8'0s Eos WP st MEE Ws'eeh 666th WLFL E's 66°9 +F'6 sour] [eyweuTzUOH 

—ODVOIHO 

MWSSE WB8'FE MWEOE %6'6Z WBE 6st 69 BWLOL BWPF'L 91'S e8°L ‘e's syuvg 61 

FOF $9 39 T'SZ FI'S BEL stetss  [BPUOUTZUOH 

FOF s'ech 8'°9T 99°9 33'0T veers gent, orrdurg 

e°eg $9 I+ 33'S 81's ysniy, 89}8}g Pops) 

38s 9° gc +6'F 80°9 [VUOTZVN [BIo1ouIUOD 
o'0F OF $s 6S 92°8 “res gsnay, uA[yoorg 
Let Z'8e 9°9T T's F'9E LOT UF 98°L £0°0T “ce * [eUOTYeN oTqng 
308 6°13 9°3E hE 6°88 Z'9r $'8 8e'9 LU'6 yIoX MON JO yuvg 
6'FT 6 LT Z'0F 6 FF SIF ose FOL 63+ TF'9 ¢8°8 ‘c's oSuvyoxg Uu10p 
SFE 6 LE oot 6°88 G°LZ Tes Z1Z Z'9L 189 6S'8 "** qsnay, Y10X MON 
FST Zr StF SIS L'68 O'FE 9°23 9° ro°S 98° "c'* [BUOTYVN 4SILT 
68h G’St 8°ST 0°9T ole oF 9°9 9°9 FIL TOIT Auvdwoy uvzeyusyy 
T'8e FSF 9°FS 012 L's oF L'6 CST 20'S 6L'9 ae eee, ee 
6°88 acs 618 0°88 8°0F UF oP $01 6S°E cor seeeees agen, Supaly 
g'cg Gg Sle lard G'9Z F'98 e'0eh 0's Les 16°9 qsniy, siemnpouynuey 
6°62 ¥'92 TOF Lle Lee ie 9°6 Let 619 60°6 "*'* qeaouRH [B1}UID 
8°92 6°82 ULF £°0F 6°62 G1e LOr 6°LT 10°9 18°8 seeees guequeg 
o'8e T&F g"ee o'Le 9°88 6°38 8'F hp 8o'F FES cress AVQUBIENH 
ee 9°c¢ L°08 3°82 0°12 208 rSth Z's +96 8S°SI * AYO [euoryeN 
WSrE WL'se WlFbSE Wiss ®WE'6s ®WTFE WV ~er ¢8'9 £68 [euoTjeN osByD 
—-ALIO MHOA MAN 


9€6T LE6T 9€6T LE6T 9€6T LE6T 986 LEGIT Sjossy syisodeq sjossy syisodeq syisodeqi JO ozIg 
sjUNOdDsICT SOTJTINIGG "800g "JA0H ysep spun [eyideg 9 suuieq Sulusey ul poyuEy 


pute suvory 19730 uo pouleq, LEGT 10F (spun,y [8jtdep seully,) 
spisodaq 0} sjessy Sutu1eq————— euTpeq Solyey oFvsIAO'T 
(LE6T ‘TE tequiavaq JO sev) 
SHNVd NOLSOM CNV VIHdTACVTIHd ‘ONVOIHO “MHOA MAN SISATIVNV OLLVE 


SS 
or) 
Le) 
oO 


-_—_— 


8°68 U'OP LOT Lot 
OLE 6°63 9°6T S03 
61S TSP 9°06 9°33 
30S 0°SF 8°08 1°63 
9°Es L'0€ T'83 T'83 


is) 
Nn 


Sndidgtsiod 
oF 


: 


: 


OD OD OD LD OD SH 


ae 


Ornr~arins 


re 


THE BANKERS MAGAZINE for February, 1938 


ei 


BASSSOHbHATSOSKSONHAASOre 
ee rere 


WARAAOMNMAAmSAHMNOHASCHHEHY 


x 





20.9 


2.1 


o 


16,0 46.7 38.3 


14.9 


7.0 


0.8 


13.90 3.9 


3.07 


4.98 


Fidelity Philadelphia Trust 


ances, already down $161 million since 
July. In August and September, New 
York banks sold $250 million in Gov- 
ernments, and the market was again 
groggy. 

The Federal Reserve Board of Gov- 
ernors in September, therefore, “re- 
quested” the Treasury to release $300 
million of its sterilized gold, thus in- 
creasing excess reserves. In November, 
the Federal Reserve banks bought an- 
other $38 million in Government secu- 
rities. 

By December 29, excess reserves of 
New York banks were back to $467 mil- 
lion, business loans were on the decline 
from their autumn peak, money circu- 
lation had increased less than expected 
because of the business recession, New 
York banks added $223 million in Gov- 
ernments over the autumn low, interior 
bank deposits were up $199 million 
from the September low, and the Treas- 
ury bill rate was down to 0.10 per cent. 
So the year closed with money again 
very easy and the earning assets trend 
once more out of loans and into Gov- 
ernments. 

It was a year of moderate improve- 
ment in “bread and butter” earnings of 
those banks maintaining a well-invested 
position, but much smaller security 
profits and recoveries made net profits 
generally sharply lower. 

At the year-end, there was a grow- 
ing disposition to criticize the doubled 
reserve requirements, especially among 
“country” banks. The tying up of a 
large volume of unproductive reserves 
at the Federal makes it more difficult 
to work out earnings on volume of 
short-term securities during a period of 
low money rates. 


New York City Banks 


Both earning assets and deposits of 
New York City member banks declined 
severely in 1937. Up until their Octo- 
ber peak, business loans expansion, 
which was at a faster rate than for the 
reporting members in the 100 other 
cities, was a bright spot. In the last 
quarter, holdings of Governments in- 
creased again, and interior bank de- 
posits returned to New York after hav- 
ing been a serious problem during the 
greater part of the year. 
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Earning assets for the first nine 
months declined $583 million net. This 
drop was entirely concentrated in secu- 
rity holdings, with Governments off 
$856 million and “other” securities, $52 
million. Business loans, however, were 
up $294 million since May 12, com- 
pared with $138 million drop in secu- 
rity market loans, and total loans 
showed a net gain of $325 million for 
the nine months. It was during this 
period that New York City banks were 
able to work out somewhat better earn- 
ings on the increased loan volume, al- 
though rates continued at low levels. 

In the last quarter, however, business 
loans declined $114 million, security 
market loans dried up further $343 
million, and total loans were off $468 
million. “Other” securities also de- 
clined $64 million. With excess reserves 
replenished, New York City banks, how- 
ever, increased Government security 
holdings by $223 million for the quar- 
ter. This offset left a net decline of 


$309 million in earning assets for the 
fourth quarter. 


For the full year, therefore, earning 


assets showed a drop of $892 million, 
consisting of declines of $633 million 
in Governments, $116 million in “other” 
securities and $143 million in loans. 
This was a decline of over 10 per cent. 
in employed funds. The trend of earn- 
ing assets in relation to deposits is in- 
dicated by the accompanying table: 


Loans 

Gov’t. “Other” and 

Secs. Secs. Discounts 
%o %o % 

37.3 10.4 36.7 

33.2 10.6 38.0 

35.5 10.3 41.4 

37.1 12.0 41.7 

10.7 38.6 


Dec. 29, 1987 .... 


Sept.+29, 1937 .... 
June 30, 1937 .... 
March 31, 1937 .... 
Dec. 30, 1936 


Deposits showed an aggregate decline 
of $862 million, or 9 per cent., approxi- 
mately matching the drop in earning 
assets. This compared with a gain of 
$832 million, or 9 per cent. in 1936. 
The year’s decline was entirely in de- 
mand balances ($901 million), as time 
deposits rose slightly by about $39 
million (6 per cent.). Of the demand 
deposits, individual demand deposits 
declined $717 million (11 per cent.), 
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and net domestic bank balances dropped 
$358 million (16 per cent.). “Out-of- 
town” bank deposits, however, had been 
down $436 million (19 per cent.) for 
the first nine months, and increased $78 
million in the fourth quarter. Govern- 
ment deposits rose $161 million (79 
per cent.) for the year, the bulge being 
concentrated in the second quarter af- 
ter a pinch in excess reserves of New 
York City banks had threatened to de- 
velop. Foreign bank deposits showed 
a net gain of $13 million for the year, 
but had shown a decline of $173 mil- 
lion for the last half, of which $120 
million occurred in the fourth quarter. 
At the close of the year, 93 per cent. 
of deposits were demand balances, in- 
cluding 26 per cent. in bank deposits. 


As indicated by the ratio analysis of 
individual banks, the Manufacturers 
Trust Company had the best earnings 
year, with operating earnings (exclud- 
ing nonrecurring profits) equalling 
1144 per cent. of net worth. Public 
National Bank and Trust Company, 
First National Bank, Corn Exchange 
Bank Trust Company and Central Han- 
over Bank and Trust Company also had 
a better than average earnings year. A 
higher than average invested position 
in loans characterizes Manufacturers 
and Public, while long-term Govern- 
ment securities (over 5 years) are 
favored by Corn Exchange (94 per cent. 
“long”); Manufacturers (67 per cent. 
“long”); and First National (60 per 
cent. “long”). On the other hand, 
short-term Governments are preferred 
by Central Hanover (93 per cent. 
“short”) and Public (89 per cent. 
“short’”’). 

United States Trust Company and 
Public National showed moderate gains 
in deposits against the trend, while 
Corn Exchange and United States Trust 
also showed gains in earning assets 
against the trend. Highest deposit and 
earning assets leverage continues to be 
shown by the National City Bank, with 
deposits of 121% times and earning as- 
sets of over 914 times capital funds. 
For the nineteen banks, however, lever- 
age ratios are well under the 10:1 mark. 

Ten of the nineteen banks showed a 
rise in their loans ratio to deposits for 
the year. Eight of the banks show a 
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larger loans ratio than combined Gov- 
ernment and “other” securities ratios. 
Four of the banks, excluding the two 
that showed gains in earning assets, 
showed a lower decline in earning 
assets than in deposits. It was a de- 
flationary year for New York City 


banks. 


Chicago Banks 
As Central Reserve City banks, Chi- 


cago reporting member banks were not 
affected as much in 1937 as New York 
City banks by the pull of interior banks 
on deposits. Bank deposit withdrawals, 
while amounting to $90 million, or 15 
per cent. from March 31 to September 
29, were largely taken care of from re- 
serve balances, and earning assets were 
not seriously disturbed on this factor. 
Except for the first quarter, therefore, 
the Chicago banks were able to keep 
volume of earning assets at a steady 
level. - 

Earning assets did decline $238 mil- 
lion in the first quarter, or 11 per cent., 
made up entirely by the liquidation of 
$262 million in Government securities. 
This deflation was necessitated by a 
shrinkage of $337 million in deposits. 
Bank deposits, however, were not 
largely responsible, showing a drop of 
only $12 million. The decline in de- 
posits largely occurred in individual 
demand balances, which dropped $443 
million for the first quarter, appar- 
ently because of withdrawals by busi- 
ness firms to finance larger inventories 
and production. 

After their dip in the first quarter, 
earning assets rose $83 million in the 
second quarter at the same time that 
bank deposits were declining $58 mil- 
lion. The enabling factor was a sharp 
recovery in individual demand _bal- 
ances, which rose $372 million. This 
rise in earning assets was largely in se- 
curities ($47 million in Governments 
and $16 million in “other” securities) , 
while loans rose $20 million. 

The rise in loans continued until the 
third quarter, with commercial, indus- 
trial and agricultural loans revealing 
an increase of $72 million, or 17 per 
cent., for the period May 12-September 
29. Other earning assets were holding 
at steady levels, so that the gain in earn- 


ing assets to September 29 over the 
March 31 quarterly low was $115 mil- 
lion, or over 6 per cent. The $85 mil- 
lion gain in loans and discounts during 
this period accounted for three-fourths 
of this expansion. 

Deflation in the fourth quarter was 
mild. Earning assets declined $70 mil- 
lion, or only 314 per cent. Although 
loans and discounts declined $90 mil- 
lion, of which $66 million was the de- 
cline in business loans, security hold- 
ings rose $20 million ($19 million in 
Governments and $1 million in “other” 
securities) . 

At the year-end, therefore, Chicago 
reporting member banks showed a $193 
million net decline in earning assets, 
consisting of declines of $193 million 
in Governments and $13 million in 
“other” securities, offset by $13 million 
net gain in total loans and discounts. 
The accompanying table summarizes 
the trend of earning assets relative to 


deposits. 
Loans 
Gov’t. “Other” and 
Secs. Secs. Discounts 
% % % 
Dec. 29, 1937 37.9 9.4 23.6 
Sept. 29, 1987 .... 363 9.2 26.3 
June 30, 1937 .... 36.2 10.5 23.9 
March 31, 1937.... 35.5 10.2 23.9 
Dec. 30, 1936 41.4 9.1 213 


Deposits declined $337 million in the 
first quarter, but with individual de- 
mand balances returning in large vol- 
ume in the second quarter, deposit 
volume held a steady course for the rest 
of the year. The first quarter’s decline 
in net deposits was about 13 per cent., 
but by the year-end, the net decline was 
brought down to $183 million, or 7 
per cent. 

Of this year’s decline, individual de- 
mand deposits accounted for $126 mil- 
lion (8 per cent.); Government de- 
posits, $7 million (10 per cent.) ; and 
net domestic bank deposits, $53 million 
(13 per cent.). Gains, however, of $1 
million each were reported in time de- 
posits and foreign bank balances. 
About 80 per cent. of net deposits at 
the year-end were demand balances, in- 
cluding 16 per cent. in net bank de- 
posits. 

Chicago banks continued to report. 
comparatively good earnings, although 
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lower security profits reduced net profits 
compared with 1936. Continental 
Illinois National Bank and Trust Com- 
pany indicated net profits of about 20 
per cent. on common stock net worth, 
and American National Bank and 
Trust Company indicated a 12 per cent. 
profits rate. 

City National Bank and Trust Com- 
pany reported a 1214 per cent. expan- 
sion in earning assets, while Northern 
Trust Company showed a smaller de- 
cline in earning assets than in deposits. 
Higher loans ratios for the year were 
shown by First National Bank, North- 
ern Trust, Harris Trust and Savings 
Bank, City National and American Na- 
tional. Northern Trust and American 


National continue to show the highest 
deposits and earning assets leverage, as 
shown by the Ratio Analysis. 


Philadelphia Banks 


Reporting member banks in_ the 
Philadelphia district, whose figures are 
weighted by the city of Philadelphia 
banks, indicate for 1937 a net decline 
of $87 million or 7 per cent. in earn- 
ing assets, and of $113 million, or 9 
per cent., in net deposits. 

The year’s decline in earning assets 
largely occurred in the last six months, 
when loans and investments were re- 
duced $68 million in order to help meet 
an $83 million draft on net deposits. 
Government securities were reduced $41 
million for the half and “other” secu- 
rities, $24 million. Loans, however, 
declined only $3 million net for the 
half and business loans in fact gained 
$10 million, as the fourth quarter de- 
flation of $8 million compared with 
third quarter expansion of $18 million. 
From May 19, business loans showed 
expansion of $22 million, or 11 per 
cent., to September 29. 

The first quarter, too, was deflation- 
ary, with a $27 million drop in earn- 
ing assets, chiefly in securities (Gov- 
ernments down $11 million and “other” 
securities, $12 million). This com- 
pared with a $25 million drop in net 
deposits. A mild recovery of $8 mil- 
lion in earning assets occurred in the 
second quarter, loans being largely re- 
sponsible with a $12 million gain. 

By the year-end, therefore, Govern- 
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ment security holdings had been pared 
down $48 million and “other” secu- 
rities, $44 million, a total of $92 mil- 
lion. Loans, thanks to the bulge in 
business loans up to the third quarter, 
showed a net gain of $5 million. The 
accompanying table indicates the trend 
of earning assets in proportion to de- 
posits during the year: 
Loans 
Gov’t. “Other” and 
Secs. Secs. Discounts 
% % % 
32.4 21.7 38.0 
33.3 21.9 38.6 
33.4 22.2 35.8 
33.0 92.7 34.7 
23.2 34.4 


Dec. 29, 1937 
Sept. 29, 1937 .... 
sume 90, 2987 =... 
March 31, 1937 .... 
Dec. 30, 1936 


The decline of $113 million, or 9 
per cent., in net deposits was largely 
divided between individual demand de- 
posits (decline of $46 million, or 5 per 
cent.) and Government deposits, which 
were drawn on to the extent of $47 
million to bring down their year-end 
amount to only 1/3rd of the year-open- 
ing total. Bank deposits began a steady 
decline of $28 million in the first quar- 
ter, declined a further $22 million in 
the second quarter and $12 million in 
the third quarter, a nine months’ drop 
of $62 million, or 19 per cent. Their 
total, however, recovered slightly in the 
last quarter. 

Conservatism of operations of city of 
Philadelphia banks is indicated by the 
moderate profits rates shown for the 
year. Philadelphia National Bank had 
a surprisingly good profits year, net 
profit of 13.9 per cent. on capital funds 
comparing with 13.3 per cent. for 1936. 
Corn Exchange National Bank and 
Trust Company and Land Title Bank 
and Trust Company also increased in- 
dicated net profits rate for the year. 
Girard Trust Company showed a high 
profits rate (11.6 per cent.), as did 
First National Bank (8.1 per cent.). 

Central-Penn National Bank showed 
a small net gain in earning assets, 
against the trend. Six of the eleven 
banks showed a higher loans ratio for 
the year. Six of the group also showed 
higher loans ratios than combined se- 
curities ratios. Highest leverage in de- 
posits and earning assets is shown by 
Philadelphia National, First National 
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and Pennsylvania Co., etc. As a group, 
however, Philadelphia banks have very 
conservative leverage ratios. 


Boston Banks 


In the Boston district, reporting mem- 
ber banks showed a steady expansion 
in the first six months of the year of 
$130 million (11 per cent.) in loans 
and investments, but liquidated nearly 
all of this ($126 million) in the second 
half, leaving a minor net change for 
the year. 

The fact that the first half expansion 
in earning assets occurred at the same 
time as a $32 million drop (3 per cent.) 
in bank deposits indicates that inter- 
bank withdrawals were not a deterrent 
to invested funds. Rise in earning as- 
sets for. the first half was in Govern- 
ments ($70 million) and in loans and 
discounts ($69 million). 

In the last half of the year, bank 
deposits dropped only $5 million, but 
earning assets were reduced $126 mil- 
lion, consisting of declines of $22 mil- 
lion in Government securities, $13 
million in “other” securities, and $59 
million in loans. The shoe and textile 
industries, which had been operating at 
high capacity rates in the first half, cur- 
tailed operations sharply in the last six 
months. 

Trend of earning assets, in propor- 
tion to deposits, is shown in the accom- 
panying table: 

Loans 
Gov't. “Other” and 
Secs. Secs. Discounts 
%o % % 
Bee, 90, 0ST. 2... Wal 9.4 47.1 
Sept. 29, 1937 .... 32.4 9.9 51.3 
June 30, 1937 33.9 10.0 42.6 


March S1, 1987 .... 30.2 10.1 48.0 
Dec. 30, 1986 ...... 99.1 10.7 45.1 


The year’s decline in net deposits 
was $38 million (3 per cent.), but an 
increase in Government deposits of $29 
million to $40 million, compared with 
$11 million at the beginning of the 
year, helped to offset the declines in 
individual demand deposits and bank 
balances, as well as in time deposits. 

City of Boston banks, despite the de- 
flation of the last half, still showed 
traces of the higher investment of avail- 


able funds of the first half. National 


More profits 
and good will 
for your bank... 


That the average city bank can make a 
profit and increase good will by a properly 
organized “small loan department” has been 
clearly demonstrated by banks that have 
succeeded in this field. 


‘A working manual for bankers who would 
repeat these successes will be found in 


INCREASING 
PERSONAL 
LOAN 
BUSINESS 


By R. E. DOAN 
and 
G. F. FOLEY 


The authors of this book have had years 
of practical experience in developing a small 
loan department in the Denver National 
Bank, They are also the originators of the 
nationally known “Denver Plan” for liqui- 
dating retail charge accounts which is fully 
described in this book. 


Your name and address on the coupon 
below will bring this new book to your desk 
on 5 days’ approval, 


BANKERS PUBLISHING COMPANY 
465 Main St., Cambridge, Mass. 


Please send me ‘on approval a copy of 
“Increasing Personal Loan Business” by 
Doan and Foley. At the end of 5 days I 
will either remit $2.50 or return the book. 
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Bankers are acting on the 
advice they have always given 
industrialists. They are meet- 
ing lower gross earnings by 
cutting operating costs. Re- 
planned banking quarters have 
effected needed savings for 
scores of banks in the last three 
years. Write us for illustra- 
tions — no obligation. 


TILGHMAN MOYER CO. 


The Design, Construction and 
Equipment of Bank Buildings 


ALLENTOWN, PENNA. 


Shawmut Bank showed a gain of 11 per 
cent. in earning assets for the year, com- 
pared with 9 per cent. decline in de- 


posits. 
dicated a 3 per cent. gain in loans and 
investments, compared with 6 per cent. 
decline in deposits. 

Earnings for the year improved for 
Boston banks because of the larger aver- 
age volume of invested funds. First 
National, National Shawmut and Na- 
tional Rockland Bank all showed 
higher net profit rates for the year. The 
two highest profits rates were those of 
the First National and the Second Na- 
tional Bank. 


134 


And First National Bank in- . 


Highest deposit leverage ratios were 
reported by the Second National and 
Merchants National Bank, but all of 
the group keep total earning assets 
ratios to capital funds well below the 
conservative 10:1 upper limit. 
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SAFE DEPOSIT PROBLEMS 


AN idea of the current problems which 
are troubling safe deposit managers 
may be gleaned from the queries pre- 
sented at a recent meeting of the New 
York Safe Deposit Association at the 
Hotel Martinique, New York. Among 
the questions put forth for discussion 
were: 

Would a safe deposit company incur 
any liability by dispossess action in the 
case of a safe rented by two persons 
both of whom are over two years in 
arrears but one of whom has remitted 
his share of the rental? 

How can maturing safe rentals be 
charged to a bank account if the safe 
is in the vault of an affiliated safe de- 
posit company, or operated by a com- 
mercial bank, trust company or savings 
bank? 

When a safe is first rented does the 
vault manager acquaint the renter be- 
fore access is granted with requirements 
in event of death, especially with re- 
gard to the procedure to be followed 
to obtain cemetery deeds and insurance 
policies? 

Is it advisable for a bank to rent a 
safe to a customer who has directed 
the bank to receive all mail for him 
including the bill for renewal of safe 
rent? 


“DE MORTUIS NIL NISI BONUM” 


IN current conditions there is obviously 
only one subject about which any finan- 
cial journalist can write, namely, mar- 
kets. One has a lingering feeling that 
one ought to raise one’s hat at this 
point, like the old gentleman who, when 
asked “Well, how is business?” raised 
his hat and said softly, “Speak rever- 
ently of the dead, if you please!” —The 
Stockbroker (London) 
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THE STATE OF THE FINANCES 


N January 4 Secretary of the Treas- 
ury, H. Morgenthau, Jr., sub- 
mitted to the Speaker of the House 

of Representatives his annual report on 
the State of the Public Finances, and 
from this report the accompanying 
statements are taken. 


Receipts 


Receipts in general and special ac- 
counts amounted to $5,294,000,000 dur- 
ing the fiscal year 1937. This total 
compares with $4,116,000,000 in the 
fiscal! year 1936, and the post-war and 
depression low of $2,006,000,000 in the 
fiscal year 1932. The 1937 total raises 
the annual average of such receipts for 
the last five fiscal years, 1933 to 1937, 
inclusive, to about $3,700,000,000 or 
close to the annual average of $3,900,- 
000,000 around which receipts, exclu- 
sive of trust funds, fluctuated during the 
fiscal years 1922 to 1930. 

The increase of $1,178,000,000 over 
the total for the fiscal year 1936 was 
the largest increase recorded since re- 
ceipts began to rise in the fiscal year 
1933. Although gains were widespread 
among the numerous sources of reve- 
nue, the rise in income tax receipts, in- 
cluding back taxes and excess-profits 
taxes, was especially marked. Indi- 
vidual income tax receipts showed a 
gain of more than $400,000,000 and 
corporation income tax receipts ad- 
vanced by more than $280,000,000. The 
large augmentation of receipts from 
these sources is ascribable both to the 
higher level of incomes in 1935 and 
1936 and to sundry features of the 
Revenue Act of 1936 such as increases 
in rate scales, imposition of surtaxes 
on undistributed profits, and subjection 
of dividends to the normal tax. The 
$265,000,000 received from social se- 
curity taxes constituted receipts from a 
new source of revenue. Noteworthy in- 
creases of lesser amount occurred in 
the customs receipts and in collections 
from the estate, cigarette, and capital 
stock taxes. The only decrease of sig- 
nificant size, apart from the virtual dis- 


appearance of collections from process- 
ing taxes following the invalidation of 
the Agricultural Adjustment Act taxes 
by the United States Supreme Court on 
January 6, 1936, was that in gift tax 
receipts, which having reached the un- 
precedented figure of $160,000,000 in 
the fiscal year 1936, declined to $24,- 
000,000 in 1937. 


Expenditures 


Total expenditures of the Federal 
Government under general and special 
accounts amounted to $8,105,200,000 in 
the fiscal year 1937, compared with 
$8,879,800,000 in 1936, a decrease of 
$774,600,000. 

The decrease of $774,600,000 in total 
expenditures between 1936 and 1937 
was accounted for in the most part by 
the decrease in expenditures for the 
bonus prepayment and for debt retire- 
ment. Excluding these items, total ex- 
penditures increased $641,400,000. 

The decrease of $997,200,000 in the 
regular operating expenditures of the 
Government included a net decrease of 
$1,220,400,000 in the expenditures for 
veterans’ pensions and benefits. This 
decrease was due principally to the 
completion of the transfers to the ad- 
justed service certificate fund for the 
veterans’ adjusted compensation pay- 
ment made as a result of the act of 
January 27, 1936 (Public No. 425), di- 
recting the immediate payment of the 
veterans’ adjusted service certificates, 
which, under the original terms, were 
not due until 1945 and thereafter, and 
to the discontinuance of the annual ap- 
propriation to the adjusted service cer- 
tificate fund. Expenditures for national 
defense, including expenditures for the 
construction of naval vessels, aircraft, 
and subsidiary works to meet provisions 
of the naval treaties of 1922 and 1930, 
increased $18,100,000. Expenditures 
for interest on the public debt increased 
$117,000,000; and expenditures for 
legislative, judicial, and civil establish- 
ments increased $81,100,000. Other 
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regular operating 
creased $7,000,000. 
The increase of $166,900,000 in pub- 
lic works expenditures was due in large 
part to an increase in public highway 
expenditures of $106,700,000. The in- 
crease of $124,400,000 in relief expendi- 
tures was the result of the substitution 
in 1936 of work relief under the Works 
Progress Administration for direct re- 
lief. Expenditures of the Federal 
Emergency Relief Administration (in- 
cluding the Federal Surplus Commod- 
ities Corporation) declined $483,200,- 
000, and expenditures of the Civilian 
Conservation Corps declined $100,500,- 
000. The Works Progress Administra- 
tion expended $1,896,400,000 for work 
relief in 1937, an increase of $632,- 
800,000 over the previous year. 
Repayments of loans exceeded the 
loans and expenditures from revolving 
and other funds of credit agencies by 
$307,100,000 in 1937, an increase of 
$126,300,000 over the previous year, 
due principally to the collections of 
loans made in previous years by the 
Reconstruction Finance Corporation 
and the Commodity Credit Corporation. 
The increase of $419,300,000 in so- 
cial security expenditures includes 
transfers of $265,000,000 to the old-age 
reserve account, established under Title 
II of the Social Security Act. Such 
transfers were made monthly beginning 
in January, 1937. 
Public debt retirements amounted to 
$104,000,000 in the fiscal year 1937. 


Deficit 
The deficit for the fiscal year 1937, 


in general and_ special accounts, 
amounted to $2,811,300,000. If public 
debt retirements are deducted, the net 
deficit for the year amounted to $2.- 
707,300,000. This compares with a net 
deficit of $4,360,600,000 for the pre- 


vious year. 
The Public Debt 


At the close of the fiscal year the 
gross public debt outstanding amounted 
to $36,425,000,000, compared with 
$33,779,000,000 outstanding on June 
30, 1936, an increase of $2,646,000,000. 
Of this increase, $1,087,000,000 was 
due to the purchase of gold which was 
held in inactive account in the general 
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expenditures in- 


fund of the Treasury; and $500,000,000 
was due to the issue of a special series 
of adjusted service bonds for the ac- 
count of the Government life insurance 


fund. 
Silver and Silver Certificates 


Acquisitions of silver by the Treas- 
ury from all sources during the year 
were 226,742,842 fine ounces, at a total 
cost of $126,609,299. Under the 
proclamation of December 21, 1933, as 
amended, 63,029,665 fine ounces were 
received; 63,777 fine ounces were re- 
ceived under the proclamation of 
August 9, 1934; 163,030,551 fine ounces 
were purchased under the authority of 
Section 3 of the Silver Purchase Act of 
1934; and 618,849 fine ounces were 
received in deposits of gold bullion and 
in exchange for Government-stamped 
bars. 

On June 30, 1937, the amount of sil- 
ver certificates outstanding was $1,305,- 
300,608, representing an increase of 
$171,515,436 during the year. 


National Bank Notes 


Through the gradual retirement of 
national bank notes from circulation, as 
explained on Page 46 of the annual 
report for 1936, the amount of national 
bank notes outstanding was reduced 
from $371,721,815 on June 30, 1936, 
to $272,164,455 on June 30, 1937, a 
decrease of $99,557,790. Inasmuch as 
the national banks, prior to June 30, 
1936, had deposited lawful money with 
the Treasurer of the United States to 
the amount of all but $600,000 of their 
liability for these notes, the United 
States is liable for the redemption of 
all but $600,000 of the outstanding 


notes. 
Federal Reserve Notes 


By an act approved March 1, 1937, 
the second paragraph of Section 16 of 
the Federal Reserve Act, as amended, 
was amended to extend to June 30, 
1939, the period during which direct 
obligations of the United States may be 
used as collateral security for Federal 
Reserve notes. 


Fiscal Year 1938 


Present estimates place receipts under 
general and special accounts for the 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 
McARDLE & McARDLE 
ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, New York City 


fiscal year 1938 at $6,321,000,000, or 
$1,027,000,000 higher than the receipts 
of the fiscal year 1937. 

Estimates of expenditures for the 
fiscal year 1938 are $7,614,858,300, 
showing excess of expenditures $1,293,- 
858,300. 

* * * 

In commenting on the estimates of 
receipts and expenditures, Secretary 
Morgenthau says: 


The entire Federal Budget, both revenues 
and expenditures, is no more than a fiscal 
plan. It is necessarily influenced by un- 
predictable developments which take place 
after the plan is made, just as is the case 
with the budget of any business concern. 
Attention is again directed to the fact that 
these are estimates and that as estimates 
they will be revised from time to time as is 
inevitable under rapidly changing condi- 
tions as new factors develop which ob- 
viously affect the expectation of receipts. 


This observation, applicable at all 
times, is particularly so when business 
fluctuates as sharply as it has done in 
recent months. 

© 


HEALTHY PESSIMISM WELCOMED 


THERE is a good deal of pessimism in 
America today, but that pessimism is 
healthy pessimism, J. Herbert Case, 
former governor of the Federal Reserve 
Bank of New York and now a partner 
of R. W. Pressprich and Company, told 
the officers’ forum of Group IV of the 
Savings Banks Association of the State 
of New York recently. The very fact 


that people are beginning to recognize 
the problem and the issues at stake is 
encouraging, he said. Such a condition 
is far healthier than the nervous opti- 
mism of some months ago. 

Mr. Case outlined three constructive 
steps for the future: repeal or drastic 
revision of the undistributed profits tax, 
modification of the capital gains tax, 
and liberalization of restrictions upon 
the underwriting and flotation of new 
security issues. Finally, he said, co- 
operation of the Government with busi- 
ness was necessary. A large and im- 
mediate cut in Federal expenditure 
would do much to restore public con- 
fidence. 


ROYAL BANK STATEMENT 


A GAIN of $14,000,000 in total assets 
during the year, to $869,538,112 on 
November 30, 1937, was announced in 
the annual statement of the Royal Bank 
of Canada. Total deposits of the bank 
are higher than at any period in the 
bank’s history with the exception of 
1929 and amounted to $756,089,696 as 
of November 30. This shows an in- 
crease of $10,000,000 during the past 
year. 

The liquid position is strong, the 
total realizable assets being $514,671.,- 
335. Total investments amounted to 
$316,568,917, an increase of $23,398,- 
096 over the previous year and a new 
high in the bank’s history. 

Net profits for the year are shown 
at $3,711,379, and compared with 1936 
indicate an improvement of $207,138. 
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.... two books that every bank 


officer and correspondent should 
have on their desks .... 


Effective Bank Letters 
Bank Letters That Build ; By Alice A. Kretschmar 


Business 


Effective Bank Letters is the only training service published 
that is likely to improve bank letters. It has for its background 
years of practical experience with bank letter problems as wrestled 
with in all phases, in expert service to metropolitan banks deeming 
it profitable to pay from $50 to $75 a day for individual attention. 
The printed service is available to you in a loose-leaf book (which 
can be circulated in sections), at an investment of only $12. The 


first edition sold for five years at $25 to banks buying from one to 
sixty copies. 


Bank Letters That Build Business is a collection of 


carefully constructed letters, for several years held as confidential 
within the banks served, and since made available with their per- 
mission. It will stimulate effort toward a higher standard in bank 
letter-writing by all who read its wealth of examples in a knowl- 
edge of sound banking practice and sensible solicitation of new 
business. It has received appreciative foreign notice and we quote 
comment from “Printers’ Ink’’ of New York: 
“Here is an unusual letter book inasmuch as the contents are 


made up almost entirely of sample letters, classified according 
to their use. . . . A welcome departure.” 


USE THIS COUPON 


BANKERS PUBLISHING O., 465 Main St., Cambridge, Mass. 


() Send me EFFECTIVE BANK LETTERS (8% x11, 283 pp.). Check enclosed $12. 


() Send me BANK LETTERS THAT BUILD BUSINESS, (84x11, 334 pp.). Check en- 
closed $5. If desired on 5 days’ approval check here ( ). 


() Send me both books at your combination rate of $15. 
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INVESTMENT 


and FINANCE 


Edited by OSCAR LASDON 


REAL ESTATE AS SECURITY 


By Justin N. REINHARDT 
Member of the New York Bar 


MORTGAGEE seeking a deficiency 
judgment in New York is faced 
with the necessity of complying 
with a statute! whose meaning (in so 
far as the problem of valuation is con- 
cerned) has not yet been defined satis- 
factorily by the Court of Appeals. That 
Court has said nothing on the subject 
since its decision in Heiman v. Bishop, 
272 N. Y. 83.2 (See infra p. 140.) . 

Lower courts have continued to deny 
deficiency judgments since the decision 
in the Heiman case despite the fact that 
every such later case which has reached 
the Court of Appeals has been reversed 
by the latter “on the authority of Hei- 
man Vv. Bihsop.” More than a dozen 
such cases have come before the Court 
of Appeals. Each presented an oppor- 
tunity for the court to state how the 
statute was to be applied. And each 
time the court was silent. 

The failure of the Court of Appeals 
to provide a_ significant, workable 
analysis of the moratorium statute is 
explicable only in the light of what it 
intended to do in Heiman v. Bishop. 
It did not intend primarily to lay down 
a rule which was to be followed by 
other courts confronted with this prob- 
lem. It only attempted to do its real 
job, viz., to dispose of the particular 
problem before it—the possible uncon- 
stitutionality of the statute as thereto- 
fore applied by the courts. 

At the time of its enactment, the ap- 
parent purpose of the statute was to 
prevent the entry of a deficiency judg- 
ment in any case where the foreclosing 
mortgagee actually did acquire, or was 


1Section 1083a of the 
Practice Act. 

* Honeyman v. Hanan, 275 N. Y. 382, did 
not consider the question of valuation. 


New York Civil 
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in a position to acquire, the property 
without any substantial outlay of cash. 
A bald construction of the statute as 
such a prohibition would, it was argued 
in the Heiman case, be unconstitutional. 
And the opinion of the Court of Ap- 
peals was framed in the light of that 
argument. To date, the principal, if 
not sole effect, of the decision has been 


aiiiiatllsinenieenientiniitepntetecnnmianenemament nected edited ace 


This article is the second of a 
series relating to the value of 
real estate as security in the 
light of existing economic and 


legal developments. 


to forestall any effective attack on the 
constitutionality of the statute. 

There was no intention on the part 
of the court to go so far as to vitiate the 
purpose of the statute. And so the lower 
courts have continued to effectuate what 
they conceive to have been its purpose 
and intent. Nevertheless, every time 
they act in that light, they are reversed 
by the Court of Appeals “on the au- 
thority of Heiman v. Bishop.” All of 
which leads us to wonder, “When can 
a deficiency judgment be denied?” 

The circumstances justifying the de- 
nial of a deficiency judgment are ex- 
plicitly stated by the statute itself, 
which reads “. . . the court . . . shall 
determine . . . the fair and reasonable 
market value of the mortgaged prem- 
ises as of the date such premises were 
bid in at auction or such nearest earlier 
date as there shall have been any mar- 
ket evalue thereof and shall make an 
order directing the entry of a deficiency 
judgment . . . for an amount equal to 
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the . . . amount owing by the party 
liable* . . . less the market value as 
determined by the court or the sale 
price of the property whichever shall 
be the higher.” A deficiency judgment 
in some amount must therefore be 
granted in each case, unless the fair 
and reasonable market value of the 
mortgaged property, determined in ac- 
cordance with the terms of the statute, 
exceeds the amount of the mortgage 
debt. 

The proper constructions of this stat- 
ute requires us to carefully distinguish 
(as the statute does) between the con- 
cepts intended to be expressed by the 
words “value,” “market,” “market 
value,” and “fair and reasonable mar- 
ket value.” 

The value of an item may be meas- 
ured by its utility, i.e—its ability to 
satisfy a need.* According to this stand- 
ard, what no one needs has no value. 
However, it must be realized that an 
object may have “value” and yet no 
“market value” or price. If, for ex- 
ample, an item is available in such 
large quantity that it can be “had for 
the asking,” it has no market value. To 
illustrate this point more completely, 
no one will deny that water has value. 
Yet, it can ordinarily be obtained with- 
out cost. Even the water rates assessed 
against real estate do not represent the 
price of the water but merely the cost 
of service—transporting it to its place 
of use. On the other hand, even water 
has market value (costs money) in lo- 
calities such as a desert, where it is 
scarce. And if the total available sup- 
ply were privately owned so that it 
could be denied to those who need it, 
it would definitely have a market value. 

Market value, or exchange value, 
then is the price which can be obtained 
for an article. What that price is will 
be determined by a number of factors 
including: 


*The statute requires the court also to 
take into account “the amount owing on all 
prior liens and encumbrances with interest, 
plus costs and disbursements of the action 
including the referee’s fee and disburse- 
ments.” 

* Other concepts, such as social value, are 
excluded from this discussion. 


5 See Berle and Pederson. Liquid Claims 
and National Wealth. 
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1—The urgency of the need which the 
article will satisfy as compared with other 
needs of the individual. 


2—The scarcity of the article as com- 
pared with the scope of the need. 


3—The degree to which the article satis- 
fies the need as compared with available 
substitutes. 


4—The price of adequate substitutes. 


5—The ability to pay of those individuals 
who need the article. 


A market for an article exists when 
there is someone both willing and able 
to pay for it. In the Heiman case, the 
referee ruled that in order to have 
judgment, the mortgagee was required 
to establish as a fact that on the date 
of the foreclosure sale there was a 
ready, open and competitive market for 
the mortgaged premises, i.e.—that there 
was more than one person willing and 
able ot pay for the property. The 
mortgagee contended that in so holding 
the referee had erred. The Court of 
Appeals sustained the mortgagee’s con- 
tention saying (272 N. Y. 83, p. 87): 
“We think the learned official referee 
adopted a view too narrow and strict, 
and contrary to the spirit and purpose 
of the statute.” 


So, the precise holding of Heiman v. 
Bishop is that for the purpose of de- 
termining what is the fair and reason- 
able market value of the property, it 
is not necessary that a ready, open and 
competitive market exist for the prop- 
erty. 


Where Is Business 
Going In 1938? 


HERE will it leave you 
next December? A clear 
picture of what to look for 
—definite, concise interpreta- 
tions of economic trends and 


prospects—is found 
annual 


Brookmire Forecaster for 1938 


Send this advertisement together with 
One Dollar for this Forecaster plus 
three valuable Bulletins. 


BROOKMIRE 


Corporation—Investment Counselors and 
Administrative Economists—Founded 1904 


551 Fifth Avenue, New York 


in the 
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Moreover, the Court of Appeals, by 
its consistent reversal of subsequent 
cases has written into the law a judicial 
finding that ordinary real estate in gen- 
eral has always had a market value. 

Now, on its face, this viewpoint ap- 
pears sound. It seems inconceivable 
that a house and lot should be actually 
worth nothing at all. Yet, upon ex- 
amination it is evident that specific par- 
cels of real estate exist that are com- 
pletely worthless. 


One has only to visit sections of New 
York City such as Harlem, Hell’s 
Kitchen, or the lower East Side, or a 
“slum area” anywhere. He will find 
houses boarded up, their owners unable 
to sell, unwilling or unable to improve; 
the property “eating its head off” in 
taxes and public liability insurance. 
Such premises furnish dramatic evi- 
dence of the absence of a market. Banks 
that have taken over such properties 
cannot eyen find anyone willing to ac- 
cept a loan sufficient to cover the cost 
of the lot and the expenses incident to 
demolition and reconstruction of the 
building! This difficulty exists because 
such property offers slight prospect of 
income but does subject the owner to 
certain risk of loss by way of taxes, 
assessments and possible public _lia- 
bility. Such property has no more mar- 
ket value than shares of a defunct bank 
which had been subject to assessment 
under the old statutory double liability 
provision. 

For all practical purposes, such a 
building is dead. Its resurrection is re- 
mote. Even an improvement in the real 
estate market offers no salvation for 
such property. Such an improvement 
affects live property first, and the stimu- 
lus is not imparted to dead property 
until the price of better parcels has 
reached a high point which makes its 
use relatively prohibitive. 


The dead property herein described 
does not even constitute a speculation. 
As a speculation it would have to be 
able to compete with better situated 
parcels of real estate, whose prospects 
of appreciation were more immediate. 
Demand for dead property exists only 
when good realty items increase dis- 
proportionately in value. No deficiency 
judgment case involving such a prop- 
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erty has been presented to the Court of 
Appeals. However, should such a case 
arise, it is specifically covered by the 
terms of the moratorium statute. 

The time as of which fair and rea- 
sonable market value is to be deter- 
mined under the statute is fixed, not 
by reference to the existence of a “mar- 
ket,” but of a “market value.” Prop- 
erty which has no market value, ob- 
viously, has no market. But, on the 
other hand, property for which there 
is no market, may have a market value. 
To some extent, this is an unreal con- 
cept, analogous to the “convention 
values” procedure resorted to in the 
evaluation of insurance company hold- 
ings of securities. This is in no sense 
a reflection on the validity of the con- 
cept. It describes a condition which 
may actually exist, to wit: Someone 
may be willing to pay for the property, 
but be unable to raise the funds or to 
divert such funds from another use, 
more necessitous in character. 


In other words, in the above instance, 
the property has market value because 
someone is willing to pay for it. And 
it would have a market if someone were 
able to pay for it. The shorthand de- 
scription of this situation is that the 
property has a “market value” even in 
the absence of a “market.” For the 
purpose of a deficiency judgment its fair 
and reasonably market value is deter- 
mined at the time nearest preceding the 
date of sale when it had a market value 
even if it then had no market. 


But the “slum properties” heretofore 
mentioned have neither a “market” nor 
a “market value.” Somebody may be 
able to pay for these parcels but no- 
body is willing to do so. This predica- 
ment is not restricted to “slum prop- 
erties.” It is also shared by “specialties” 
(buildings adapted exclusively for a 
unique use), for which there is no 
present need. In this category may be 
listed club buildings—when no one can 
afford a club, theatres—when no one 
has the price of a ticket, museums— 
when there is no source of support. 
With an improvement in conditions, and 
assuming adequate maintenance of the 
property during idleness, such prop- 
erties will again have, first, a market 
value; later, a market. 
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Live wisely and well in Florida . . . at a Collier 
Hotel. Live wisely because you enjoy down-to- 
earth rates, based on the efficiencies of Florida’s 
largest hotel system. Live well because Collier 
Hotels boast of fine cuisine, facilities and com- 
forts that distinguish America’s first rank 
resorts. Located in some of Florida’s most 
desirable vacation regions, apart from the 
costly, overcrowded centers . . . with the best 
of bathing, golf and fishing. 


Hotel Manatee River 
Bradenton 
Hotel Sarasota Terrace 
Sarasota 
Charlotte Harbor Hotel 
Punta Gorda 
Hotel Tampa Terrace 
Tampa 
Hotel Floridan 
Tampa 


Hotel Dixie Court 
West Palm Beach 


Useppa Inn 
Useppa Island 
Gasparilla Inn 
Boca Grande 
Everglades Inn 
Everglades 
Rod and Gun Club 
Everglades 


Hotel Royal Worth 
West Palm Beach 


RATES depending on hotel 
American Plan $6, $7, $10 and up. 
European Plan $2.50, $3.50, $4 and up. 


Apply to TRAVEL AGENT, individual managers 
or 745 Fifth Ave. ELdorado 5-6700, N. Y. C. 


COLLIER FLORIDA COAST HOTELS 


A property for which someone is able 
to pay and for which no one is willing 
to pay has no market value.6 The 
“fair and reasonable market value” of 
such a property is to be determined, 
under the terms of the statute, “as of 
such nearest earlier time as there shall 
have been any market value thereof.” 
The statute, whatever may be its defi- 
ciencies, adequately defines the time as 
of which “fair and reasonable market 


®If a property is in that category at the 
time of foreclosure sale, it will normally 
be “bought in” by the foreclosing mort- 
gagee. 


FLORIDA 


value” is to be fixed. The method of 
determining what is fair and reasonable 
market value will be discussed in a later 


presentation. 
© 


ITALIAN BANK OPENS IN BAGDAD 


THE Banco di Roma, Rome, Italy, has 
recently opened a new branch in Bag- 
dad, Iraq. The bank has maintained 
for a long time offices in Italian North 
and East Africa, Malta, Rhodes, Tur- 
key, Syria and Palestine. A _ repre- 
sentative office is maintained at 15 Wil- 
liam street in New York. 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY 


Affairs in general 


War, or preparation for war, is occupy- 
ing an increasing share of international 
attention. The civil war in Spain drags 
out a lengthening chain, with advantage 
shifting from one side to the other; 
Japan’s military adventure into China 
continues with diminishing effective op- 
position; Great Britain and Italy are 
adding to their outlays for naval equip- 
ment (as is the United States) ; France 
is making heroic attempts to adjust the 
differences between labor and capital; 
Mexico has had some anxiety about the 
stability of its currency, which concern 
was relieved by American purchase of 
35,000,000 ounces of Mexican silver; 
efforts are being made to detach some 
of the Central European powers from 
their attachment to France and to align 
them with Germany and Italy. With 
the exceptions noted, the countries of the 
world are pursuing their accustomed 
course, but all of them more or less 
concerned about what may happen to 
them as the result of the recent reces- 
sion in the United States of America. 


Great Britain 


Discussinc the industrial situation, the 
Monthly Review of Lloyds Bank Limited 
finds that while many sections of indus- 
try are still well supplied with orders, 


there are signs that the autumn weak- 
ness of the security and commodity 
markets has begun to affect new busi- 
ness, especially in the textile trades. 
Commenting on the fact that Great 
Britain has escaped the serious business 
recession experienced in the United 
States, it is stated that a major Ameri- 
can reaction is bound ultimately to 
affect the United Kingdom. The Review 
estimates that the country’s adverse 
trade balance for 1937 will be some 
£80,000,000 greater than for 1936, but 
does not consider this a cause for alarm, 
since this figure will probably be fully 
offset by an increase in invisible ex- 
ports. Cost of living has lately been 
on the increase, but this is regarded as 
a seasonal development only. 


While there has been an increase in 
unemployment lately, this is not re- 
garded by the Westminster Bank Review 
as indicating a coming slump, consid- 
ering that the number of employed is 
still well above the previous year’s fig- 
ures. Hesitation in some branches of 
industry is ascribed to the recession in 
America, which is considered as being 
of a temporary character. 


In order to meet the holiday demand 
for currency, the fiduciary circulation 


BANKERS INVITED 





FOREIGN BANKS ARE 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 
UR close contact with the commercial activities with seven 


Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 


The Honorable SIR PHIROZE SETHNA, Kt., Chairman and Managing Director 
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CAPITAL 
Authorized P10,000,000.00 
Fully Paid P6,750,000.00 

(US$1.00=P2.00) 


EIGHTY 


BRANCHES 
Cebu, Iloilo, Zamboanga 


YBARS 


and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable opper- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. Inquiries and correspondence invited. 


of the Bank of England was increased 
temporarily from £200,000,000 to 
£220,000,000. Commenting on_ the 
status of the outstanding note issues, 
the Monthly Review of Barclays Bank 
points out that at present the gold in 
the issue department of the Bank of 
England is “valued at its statutory price 
of 77s. 1014d. per standard ounce, 
11/12ths fine, or 84s. 1144d. per fine 
ounce, but if it were valued at the mar- 
ket price of, say, 140s. per fine ounce, 
it would amount to nearly 112 per cent. 
of the notes in circulation on November 
17th, when the rise to £220 million in 
the fiduciary issue first appeared in the 
Bank of England return. Moreover, it 
is well understood that, in addition to 
the gold in the issue department, large 
amounts are held by the exchange 
equalization account. The exact total 
of the gold in the account is not known, 
but in June last, the Chancellor of the 
Exchequer announced that at the end 
of the preceding March it amounted to 
26,674,000 fine ounces. Valued at 140s. 
per fine ounce, this represented a sum 
in sterling of £186.7 million.” 


Automobile production last year was 
507,749 units, compared with 461,447 
units in 1936. Taking production for 
1924 as 100, the index number for last 
year’s production was 346. 


Results of operations of the banks of 
Scotland, as given in the Scottish Bank- 
ers Magazine, reflect a position of 
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strength and liquidity and also in- 
creased resources. 

“The total liabilities to the public 
and the proprietors are now £40134 
millions, as compared with £386 mil- 
lions in 1936, an increase during the 
year 1937 of £1534 millions. The de- 
posits, £32434 millions, are higher by 
£1034 millions; notes are £1 million 
higher at £2314 millions; and accept- 
ances, £1914 millions, show an increase 
of £3 millions. Proprietors’ funds, 
totalling £34 millions, are £44 million 
higher, the increase being in reserves. 
Paid-up capital, £1314 millions, re- 
mains unchanged. : 

“The assets have increased to the 
same extent. While cash and securities 
at £269 millions are £11 millions 
higher, banking advances (£128 mil- 
lions) are only £434 millions higher. 
The demand for credit facilities for 
sound business enterprise, while in- 
creasing, has not yet caught up with 
the growth in the resources of the 
banks. 

“Net profits, £2,814,675, disclose a 
net increase of £15,790 as compared 
with 1936; dividends have been main- 
tained and inner reserves added to. 
Having regard to the low rates during 
the whole period, these results are con- 
sidered as highly satisfactory. At pres- 
ent the banks of Scotland have liquid 


“fesources available to meet all increased 


commercial requirements consequent 
upon expanding trade.” 
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France 


CONTINUED strained relations between 
labor and industry have added to the 
difficulties the country is experiencing, 
and have led to strong measures being 
taken by the public authorities to ad- 
just these relations. The surplus of im- 
ports, which had shown some tendency 
to decline after June, has lately shown 
a contrary tendency. Unemployment is 
also showing a slight increase. Heavy 
advances to the treasury by the Bank of 
France have occasioned some concern. 
France is now reported to occupy third 
place among the European producers of 
automobiles, England standing first and 
Germany second. France was first in 
1931, but loss of this primacy is at- 
tributed to increased cost of labor and 
materials without a corresponding ad- 
dition to sales prices. 


Germany 


AT the end of October the public debt 
was 17,574,000,000 marks, compared 
with 11,700,000,000 marks on Decem- 
ber 31, 1934. Total issues of shares 
and bonds of private industrial estab- 
lishments for 1937 were less than for 
1936. The country’s export surplus for 
1937 was below that of 1936. As ex- 
ports were larger, the smaller surplus 
was due to an increase in imports. 


Sweden 


HERE is the picture of conditions in 

Sweden as reflected in the Index of 

Svenska Handelsbanken: 
“Notwithstanding the fact that the 


statistics of employment and trade are 
still, on the whole, favorable, the eco- 
nomic pulse in Sweden has distinctly 
slowed down. Owing partly to a certain 
amount of overbuying earlier in the 
year, and partly to declining prices, to 
the superabundance of money forcing 
down the interest level, and to the seri- 
ousness of the world political situa- 
tion, the tone has become one of in- 
creasing hesitation. Nevertheless, pro- 
duction is still going on of its own 
velocity—but for how long? One 
worries with the United States and 
hopes with England. But whichever 
way one leans, there always remains 
the fact that, thanks to the cautious 
policy of consolidation pursued, Swed- 
ish economic life finds itself well 
equipped to face even serious extraneous 
hazards. By being so comparatively 
well prepared for the worst, one has 
already countered it in advance, and 
one might therefore be justified in hop- 
ing for the best with a somewhat greater 
measure of confidence than is appar- 
ently entertained in some quarters.” 

The fall in prices in Sweden is re- 
ported by this authority as much less 
than that which has occurred in Eng- 
land and the United States. Sweden 
continues to experience a decline in un- 
employment. 


Italy 


THE deficit in the foreign trade stood 
at 2,958.8 million lire at the end of 
October, against 689.9 million at the 
like date in 1936. Living costs (1928 
equaling 100) have increased from 91 
to 95.9 in October, 1937. 


Christiania Bank og Kreditkasse 


Oslo, Norway 


Telegraphic address: Kreditkassen 


Founded 1848. 


First established 
private bank in 
Norway 


BANKING BUSINESS OF EVERY 
DESCRIPTION TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000 


New York Agents: 


The National City Bank, Guaranty Trust Company, Irving Trust Company and 
The Chase National Bank 
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Argentina 


As reported to the First National Bank 
of Boston from its Buenos Aires branch, 
under date of January 7, 1937 has been 
one of Argentina’s best years from an 
economic point of view, but the pros- 
pects for 1938 are not nearly so good 
as a year ago at this time. Frosts and 
drought have done great damage to the 
small grains. The frosts have ended 
but there has not been enough rain for 
the growing maize and the drought con- 
tinues very severe in various parts of 
the country. Prices of all grains give 
large margins of profit to fortunate 
growers who have good crops. Both 
wool and hide prices have recently in- 
creased sharply after a decline lasting 
several months. National government 
finances are in sound condition. Thanks 
to two prosperous years, Argentina in 
general is in a good position to get 
through a difficult year if it comes. How- 
ever, if the drought breaks, if the maize 
crop is reasonably large and if present 
price levels do not drop greatly in the 
next six months, it is possible that 1938 
will be fairly satisfactory for merchants 
who follow cautious buying and selling 
policies. 

Nov., 1937 

m$n 


Nov., 1936 
m$n 
Liabilities 

failures 


4,167,000 6,590,000 
Bank clearings 


. .3,428,000,000 2,948,000,000 


Finland 


DISTURBANCES elsewhere have been re- 
flected in Finland principally on the 
stock exchange, as the Bank of Finland 
reports that all big enterprises still have 
plenty of orders in hand. And while 
there was recently some tightening in 
the money market, the easy cash posi- 
tion of the banks gave to this tendency 
a symptomatic importance only. 


International Banking Notes 


Miptanp BANK LimiTep.—It 
garded as worthy of note by Branch 
Banking (London) that for the first 
time in history an English bank has 
topped the £500 million mark for de- 


is re- 


posits. This emerges from the Mid- 
land Bank figures for November and is 
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a noteworthy point in banking history. 
This claim has been made before for 
the Midland, but then it was necessary 
to aggregate the figures of associated 
banks, Clydesdale, North of Scotland, 
etc. This time the figure is topped by 
the Midland all by itself. 


Banco HIPOTECARIO DEL URUGUAY 
(Montevideo) .—This institution opened 
its new building of modern construc- 
tion on October 14, with appropriate 
ceremonies. The opening of the new 
building took place on the twenty-fifth 
anniversary of the bank’s organization. 


(0) 


A. B. A. TO HAVE EDUCATIONAL 
DISPLAYS AT CONVENTION 


By way of expanding the educational 
phase of its various meetings, the 
American Bankers Association will in- 
clude educational displays of bank 
equipment and bank services at five of 
its conferences this winter, it is an- 
nounced by Dr. Harold Stonier, execu- 
tive manager of the association. 

These five conferences will include 
the regional banking conferences at 
Des Moines, February 10-11, Indianap- 
olis, March 17-18, and Oklahoma City 
March 24-25; the Mid-Winter Trust 
Conference at New York, February 
15-17; and the Spring Savings Confer- 
ence at New York, March 4-5. 

“Mechanical equipment plays a large 
part in the successful operation of a 
bank,” Dr. Stonier commented in mak- 
ing the announcement. “During the 
past few years many improvements and 
new ideas have been developed, and we 
believe bankers attending our meetings 
should have an opportunity to become 
acquainted with them. To that end we 
have invited bank service and equip- 
ment concerns to set up educational dis- 
plays at our meetings.” 


BOVINE INVESTMENT 


A BANK in Kansas City finds that Betsy, 
their cow, is an expensive investment. 
Betsy was taken over on a note last 
fall and put on a farm. Now she gives 
no milk, but has a hearty appetite. 
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for the Banker 
who wants Information 


on CANADA ... 


the Bank of Montreal possesses— through its nation- 
wide system of branches — unexcelled sources for 


obtaining data on all phases of Canadian business life. 
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Enquiries are invited, and may be addressed 
to the Business Development Department, 
at the Head Office of the Bank in Mon- 
treal, or to any of the United States offices. 


BANK OF MONTREAL 


Established 1817 


NEW YORK: 64 Wall St. — 


CHICAGO: 27 South La Salle St. 


SAN FRANCISCO: Bank of Montreal (San Francisco) 333 California St. 


Current conditions in Canada 


HE Monthly Letter of the Bank of 

Montreal dated January 22, 1938, 

comments as follows on the Ca- 
nadian situation: 

“In reviewing the record of 1937, 
Canada may look back upon a year of 
great industrial and commercial activity 
and of almost uniform progress, the 
only important set-back, apart from 
such foreign influences as were exerted 
late in the year, being the heavy de- 
cline in western wheat production. The 
year was marked by great progress in 
industry, particularly in its heavy 
branches, by a substantial gain in min- 
eral production and in expansion in 
foreign trade, all these being accom- 
panied by a reduction in unemployment 
as expressed in a gain of 10 per cent. 
in the number of persons gainfully oc- 
cupied. Reports of the Christmas trade 
indicate a volume at least equal to that 
of the previous year. 

“The factor which. made the largest 
single contribution to the maintenance 


of Canadian prosperity was the enlarge- 
ment of export trade, which now covers 
a wide range of foreign markets. From 
this came a stimulus to many domestic 
industries, with a widespread increase 
of both wages and dividends, which 
augmented the national income in a 
very substantial way. Dividend pay- 
ments by Canadian corporations 
reached a record total of $32,800,000. 
which was $67,900,000 above the total 
for 1936. 

“Another stimulus to business was 
the expansion of the mining industry, 
which profited by the world-wide arma- 
ment activity and which, apart from 
the large sums it distributes directly in 
wages and dividends, keeps many other 
industries busy in supplying its de- 
mands for machinery and other sup- 
plies. The ‘heavy’ industries, which 
had been lagging behind, had one of 
the most active years in their history, 
the outputs of steel and iron for the 
first eleven months of 1937 being re- 
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Argentina 


As reported to the First National Bank 
of Boston from its Buenos Aires branch, 
under date of January 7, 1937 has been 
one of Argentina’s best years from an 
economic point of view, but the pros- 
pects for 1938 are not nearly so good 
as a year ago at this time. Frosts and 
drought have done great damage to the 
small grains. The frosts have ended 
but there has not been enough rain for 
the growing maize and the drought con- 
tinues very severe in various parts of 
the country. Prices of all grains give 
large margins of profit to fortunate 
growers who have good crops. Both 
wool and hide prices have recently in- 
creased sharply after a decline lasting 
several months. National government 
finances are in sound condition. Thanks 
to two prosperous years, Argentina in 
general is in a good position to get 
through a difficult year if it comes. How- 
ever, if the drought breaks, if the maize 
crop is reasonably large and if present 
price levels do not drop greatly in the 
next six months, it is possible that 1938 
will be fairly satisfactory for merchants 
who follow cautious buying and selling 
policies. 

Nov., 1937 

m$n 


Nov., 1936 
m$n 
Liabilities 

failures 


4,167,000 6,590,000 
Bank clearings 


. .3,428,000,000 2,948,000,000 


Finland 


DISTURBANCES elsewhere have been re- 
flected in Finland principally on the 
stock exchange, as the Bank of Finland 
reports that all big enterprises still have 
plenty of orders in hand. And while 
there was recently some tightening in 
the money market, the easy cash posi- 
tion of the banks gave to this tendency 
a symptomatic importance only. 


International Banking Notes 


Miptanp Banx Limitep.—It 
garded as worthy of note by Branch 
Banking (London) that for the first 
time in history an English bank has 
topped the £500 million mark for de- 


is re- 


posits. This emerges from the Mid- 
land Bank figures for November and is 
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a noteworthy point in banking history. 
This claim has been made before for 
the Midland, but then it was necessary 
to aggregate the figures of associated 
banks, Clydesdale, North of Scotland, 
etc. This time the figure is topped by 
the Midland all by itself. 


Banco HIPOTECARIO DEL URuGcUAY 
(Montevideo) .—This institution opened 
its new building of modern construc- 
tion on October 14, with appropriate 
ceremonies. The opening of the new 
building took place on the twenty-fifth 
anniversary of the bank’s organization. 
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A. B. A. TO HAVE EDUCATIONAL 
DISPLAYS AT CONVENTION 


By way of expanding the educational 
phase of its various meetings, the 
American Bankers Association will in- 
clude educational displays of bank 
equipment and bank services at five of 
its conferences this winter, it is an- 
nounced by Dr. Harold Stonier, execu- 
tive manager of the association. 


These five conferences will include 
the regional banking conferences at 
Des Moines, February 10-11, Indianap- 
olis, March 17-18, and Oklahoma City 
March 24-25; the Mid-Winter Trust 
Conference at New York, February 
15-17; and the Spring Savings Confer- 
ence at New York, March 4-5. 

“Mechanical equipment plays a large 
part in the successful operation of a 
bank,” Dr. Stonier commented in mak- 
ing the announcement. “During the 
past few years many improvements and 
new ideas have been developed, and we 
believe bankers attending our meetings 
should have an opportunity to become 
acquainted with them. To that end we 
have invited bank service and equip- 
ment concerns to set up educational dis- 
plays at our meetings.” 


BOVINE INVESTMENT 


A BANK in Kansas City finds that Betsy, 
their cow, is an expensive investment. 
Betsy was taken over on a note last 
fall and put on a farm. Now she gives 
no milk, but has a hearty appetite. 
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for the Banker 
who wants Information 


on CANADA... 


the Bank of Montreal possesses— through its nation- 
wide system of branches — unexcelled sources for 


obtaining data on all phases of Canadian business life. 
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Enquiries are invited, and may be addressed 
to the Business Development Department, 
at the Head Office of the Bank in Mon- 
treal, or to any of the United States offices. 


BANK OF MONTREAL 


Established 1817 


NEW YORK: 64 Wall St. — 


CHICAGO: 27 South La Salle St. 


SAN FRANCISCO: Bank of Montreal (San Francisco) 333 California St. 


Current conditions in Canada 


HE Monthly Letter of the Bank of 

Montreal dated January 22, 1938, 

comments as follows on the Ca- 
nadian situation: 

“In reviewing the record of 1937, 
Canada may look back upon a year of 
great industrial and commercial activity 
and of almost uniform progress, the 
only important set-back, apart from 
such foreign influences as were exerted 
late in the year, being the heavy de- 
cline in western wheat production. The 
year was marked by great progress in 
industry, particularly in its heavy 
branches, by a substantial gain in min- 
eral production and in expansion in 
foreign trade, all these being accom- 
panied by a reduction in unemployment 
as expressed in a gain of 10 per cent. 
in the number of persons gainfully oc- 
cupied. Reports of the Christmas trade 
indicate a volume at least equal to that 
of the previous year. 

“The factor which made the largest 
single contribution to the maintenance 


of Canadian prosperity was the enlarge- 
ment of export trade, which now covers 
a wide range of foreign markets. From 
this came a stimulus to many domestic 
industries, with a widespread increase 
of both wages and dividends, which 
augmented the national income in a 
very substantial way. Dividend pay- 
ments by Canadian corporations 
reached a record total of $32,800,000, 
which was $67,900,000 above the total 
for 1936. 

“Another stimulus to business was 
the expansion of the mining industry, 
which profited by the world-wide arma- 
ment activity and which, apart from 
the large sums it distributes directly in 
wages and dividends, keeps many other 
industries busy in supplying its de- 
mands for machinery and other sup- 
plies. The ‘heavy’ industries, which 
had been lagging behind, had one of 
the most active years in their history, 
the outputs of steel and iron for the 
first eleven months of 1937 being re- 
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spectively 1,302,677 and 816,823 tons 
as compared with 1,010,598 and 610,- 
173 tons in the parallel period of 1936. 
These industries have been steadily en- 
larging the range of their products and 
are reaching out successfully into for- 
eign markets. 

“The automobile and allied industries 
were helped by the increase of the pub- 
lic’s purchasing power and sales of new 
motor vehicles in the first eleven 
months of 1937 showed a gain of 30 
per cent. over the parallel figure for 
1936. Another line of economic ac- 
tivity which improved during 1937 was 
the construction industry. The total 
value of new residential contracts 
awarded was $56,207,000 as compared 
with $42,858,000 and of all contracts 
placed $224,056,000 as compared with 
$162,588,000. 

“Generally speaking, manufacturing 
operations were maintained at a high 
level and an index of the increased in- 
dustrial activity was the rise in the con- 
sumption of hydro-electric energy by 
roughly 9 per cent. The textile indus- 
tries were adversely affected by strikes 
during the summer and have not had a 
wholly satisfactory year but the equip- 
ment industries have been busy and the 
farm implement firms have increased 
their output. 

“Retail merchants enjoyed an im- 
proved volume of business, retail sales 
for the first eleven months of 1937 be- 
ing nearly 8 per cent. above those for 
the same period of 1936. The tourist 
traffic once more gave a valuable fillip 
to business and for the year its con- 
tribution to the national income was 
estimated at well over $300,000,000. 

“There are, however, some unsatis- 
factory spots in a picture otherwise 
bright, for the flour milling industry 
is still suffering from lack of adequate 
foreign markets and its output dropped 
for the first 11 months of 1937 to 12,- 
565,897 from 13,866,601 barrels and 
the fishermen of the Atlantic Coast are 
still experiencing very hard times 
through the same disability. 

“The railways improved their freight 
services during the year in matters of 
speed, scope, roadbed and in the 
handling of perishable commodities. 
They shared the general business ex- 
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pansion, but not fully, their ability to 
reflect this expansion in terms of net 
earnings being curtailed by high operat- 
ing costs, notably wage increases. As 
the year drew to a close the trend of 
carloadings was downward, the result 
being that although the record of load- 
ings was almost continuously upward 
during the greater part of the year the 
gain for the full twelve months was 
only 6 per cent. Grain and grain prod- 
ucts were down 23 per cent. and coal 
8 per cent.; eight commodity groups 
showed substantial increases, amount- 
ing in all to 15 per cent. Both systems 
have been in the market for new equip- 
ment. 


“Prices for farm products showed an 
increase in 1937 greater than that re- 
corded in any other commodity group, 
the result being that for the first time 
in eight years wholesale prices for farm 
products compared favorably with those 
of other groups. It is expected that 
this recovery will be maintained and 
that there will be no serious disturbance 
between agricultural and non-agricul- 
tural prices in 1938. This official view 
is particularly interesting in its rela- 
tion to rural purchasing power. 


“For the year now begun the pros- 
pects of continued prosperity are 
counted good but they must in a con- 
siderable degree depend upon the suc- 
cess of steps taken to check the busi- 
ness depression in the United States and 
upon prevention of the spread of war- 
fare, whiich is now ruining trade in cer- 
tain sections of the world. In the clos- 
ing months of 1937 there was a decline 
in export trade but it was mainly due 
to the heavy curtailment of exports of 
wheat. The demand from overseas for 


other natural products has not seriously 
abated.” 


~ 


In its January .issue the Monthly 
Commercial Letter of The Canadian 
Bank of Commerce says: 


“A quite marked downturn is now to 


be noted in industry. This change is 
not fully accounted for by seasonal in- 
fluences, which usually have a slacken- 
ing effect on most industries at this 
time of the year, but reflects the gradual 
spread of the unfavorable developments 
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of the past few months, culminating in 
a hesitancy in forward buying and, in 
turn, in lessened activity over more 
than half of the industrial field. It 
should also be noted, however, that the 
decline, while at last extending in slight 
degree to the heavy industries, has not 
gone so far as to lower the general 
scale of industrial operations below that 
of a year ago. It has had, however, 
some depressing effect upon employ- 
ment, the seasonally adjusted index of 
the Dominion Bureau of Statistics, 
which represents a wide employment- 
reporting service, falling slightly on 
December 1 for the first time in any 
corresponding period since 1932. 

“Having regard to the important 
part which export trade plays in the 
domestic economic situation, we have 
reéxamined it, not only to ascertain 
how it has fared against retrogressive 
influences elsewhere, but also with a 
veiw to judging its future course. This 
analysis reveals both favorable and un- 
favorable features. 

“Exports during the September- 
November period, when world trade 
conditions took an unfavorable turn, 
declined in value by only 11% per cent. 
from the preceding three months. As 
we have explained in some former is- 
sues of the Letter, a downturn in ex- 
ports in the past autumn was to be 
expected as a result of the extraordinar- 
ily small supply of exportable grains 
and of a weak foreign market for 
Canadian lumber. But the record in 
this important department of the na- 
tional economy may be considered as 
better than was anticipated having re- 
gard to the fact that grains and lumber 
bulk largely in export trade. Lumber 
shipments were swelled considerably by 
a large movement in September, while 
those of newsprint and wood pulp con- 
tinued on a rising scale; thus, the ex- 
ports of wood products as a whole rose 
over those of the summer period. 

“A comparatively quiet winter sea- 
son in export trade now seems certain. 
This period is invariably one of less 
activity than that of the autumn, but 


the next few months will probably wit- 
ness a more pronounced recession than 
occurred in recent years.” 


This Letter reports the value of con- 
struction in Canada in 1937, as meas- 
ured by contracts awarded, as having 
been 38 per cent. greater than for the 
previous year; but since building costs 
were some 8 per cent. higher in 1937, 
the volume of construction was only 
about 28 per cent. greater. 


The bank’s index of wholesale prices 
declined from 84.95 on November 15 
to 84.33 on December 15. 


~ 


As reported by A. E. Ames & Co. 
Limited, preliminary estimates show 
that the aggregate funded debts of the 
Dominion, provinces and municipalities 
in Canada increased less in 1937 than 
in any year for which there are com- 
plete records since 1919. The actual 
increase was $15,716,623 as compared 
with $288,868,055 in 1936. These esti- 
mates are based on partially incomplete 
data. 
@ 


SLOAN FOUNDATION 


ANNOUNCEMENT was made last month 
of the endowment to the Alfred P. 
Sloan Foundation of securities of an es- 
timated worth of approximately $10,- 
000,000 by Alfred P. Sloan, Jr., chair- 
man of the General Motors Corporation. 
Mr. Sloan has been developing this 
Foundation for some years. In a state- 
ment released to the press last month 
Mr. Sloan explained that the Founda- 
tion “proposes to concentrate, to an im- 
portant degree, on a single objective: 
i.e., the promotion of a wider knowl- 
edge of basic economic truths generally 
accepted as such by authorities of 
recognized standing and as demon- 
strated by experience, as well as a bet- 
ter understanding of economic problems 
in which we are today so greatly in- 
volved and as to which we are so im- 
portantly concerned.” 
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PUBLIC 


RELATIONS 


Edited by MALCOLM DAVIS 


A SILVER LINING 


LSEWHERE in this department 
reference is made to the sampling 
of public opinion conducted un- 

der the auspices of the American Bank- 
ers Association and published as Study 
Number 4 of Public Relations for 
Banks. 

There is a two-edged interpretation 
that can be made of this report. Gen- 
erally speaking, the report shows that 
there is a large amount of misconcep- 
tion and some very sour viewpoints re- 
garding banks and bankers. Here lies 
a problem that must be overcome by 
intensifying public relations work. The 
question is—can it be done? A good 
many bankers are of the opinion that 
the public never can be educated con- 
cerning the essential functions of banks 
in our economic structure, and that 
money spent in attempting to do so is 
thrown down a rat-hole. 

But to this attitude can be recom- 
mended a silver lining which lurks 
around the edges of the report. Con- 
sidering the spotty nature of public re- 
lations work and the fact that ofttimes 
it is done in spurts and starts, the re- 
port indicates that the public is a whole 
lot more astute and analytical in its 
reasoning than most bankers realize. 

Let us look at several specific in- 
stances. One question asked was, “Do 
You Think Bankers Have Too Much, 
Too Little, or the Proper Control of 
Money and Credit?” A total of 507 
persons replied to this question: 46 per 
cent. said the proper control; 29 per 
cent. said too much control; 17 per 
cent. said too little control; 8 per cent. 
didn’t answer. Now here was a very 
important question having a direct bear- 
ing on the future of banking in this 
country, and only 29 per cent. of the 
people questioned thought that bankers 
had too much control over money and 
credit. 
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Another question was: “Are the 
Local Banks Doing the Most They Can 
Now?” Of the 507 people queried, 
58 per cent. said that they were; 27 
per cent. said they weren’t and 15 per 
cent. didn’t know. Here again, only 
27 per cent. of the public opinion 
sampled could be called antagonistic. 

Still another important question: 
“On Which of These Groups Do You 
Think Recovery in the Country as a 
Whole Most Depends—Lawyers, Polli- 
ticians, Real Estate Men, Retail Mer- 
chants, Manufacturers, Bankers, Build- 
ers?” Believe it or not, but the public 
ranked manufacturers first and bankers 
second. 

When you consider the bad press that 
banks have had—the local bank fail- 
ures—the cartoons antagonistic to bank- 
ers—the scare headlines of several years 
ago holding certain bankers up to the 
public eye for things that they shouldn’t 
have done—it seems remarkable that 
on the points mentioned above- that 
banking should have done as well as 
it did. 

This is no attempt to minimize the 
necessity for further public relations 
work. But it is an attempt to show that 
the public has demonstrated an ability 
to think and draw conclusions regard- 
ing bankers as well if not better than 
many bankers can draw conclusions re- 
garding the public. 

If at this time the reaction against 
bankers is in the minority, it would 
seem that any comprehensive bank pub- 
lic relations work would have a head 
start and find a responsive audience. 
To those bankers who feel that bank- 
ing will always be misrepresented and 
always be completely misunderstood by 
the public, a careful study of this re- 
port is recommended. If the minority 
of bankers who think that the public 
is dumb, and the minority of the pub- 
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BORROWING FOR PROFIT 
“to business comes a Time 
tbe! for instance 

To Carry On 


Farmers are not the only business men 

~ who need to borrow to make next season's 
Manufacturers have to purchase raw 
materials for a “crop” of furure finished 
products. 


Wholesalers must stock up in advance 
and warehouse their goods, if they wish a 
seasonal harvest of business. 


Retailers, buying for the new season's 
may need money to take advan- 
tage of discounts. 
| Many lines of business need to borrw, 
<i in order to carry on. 


The Bank of Montreal makes loans to all kinds 
of Canadian business for such constructive purposes. 


—— Rec MONTREAL 


ESTABLISHED 1817 
small accounts are welcome’ 





| MODERN, EXPERIENCED BANKING SERVICE .. . she Ontcome of 120 Years’ Succenful Operation 





The two ads reproduced on this page’ 
are illustrative of the new Bank of 
Montreal series designed to stimulate 
loan demand from Canadian business. 


lic who think that all bankers are 
crooks, could ever switch their mutual 
viewpoints just a little bit, the internal 
and external public relations problem 
of banking would be well on its way 


to solution. 
~ 


Selling Money 


A NEW series of advertisements pub- 
lished by the Bank of Montreal in 
Canadian newspapers has one specific 
purpose which is to stimulate loans. 
Each ad in the series suggests means 
through which borrowed money can be 


put to good usage. Several of these 
ads are headed “Borrowing at the 
Bank” but the sub-heads differ as vari- 
ous suggestions are presented. Copy 
and illustration carry out the theme 
pointed to in these sub-heads. The ads 
demonstrate that borrowing may well 
be done “to meet increased demand” 
“to extend your markets” or “to op- 
erate more profitably.” One ad, here- 
with illustrated, suggested loans “to 
make a small, sound business larger, 
more sound.” Copy, in full, stated: 
SMALL BUSINESS CONCERNS—in- 


dependent, well-managed, established on 
personal ability, honesty and industry— 


fortunately abound in Canada. Many of 
them have all the elements of increasing 
success, They may need only sound finan- 
cial assistance to make them eventually 
large and important contributors to 
Canadian prosperity. Conservative borrow- 
ing may be a constructive step. 

The Bank of Montreal welcomes enquiries. 
from such business concerns regarding 
loans, and the manager of our nearest 
branch will be glad to discuss with you, 
in strict confidence, any plans you may 
have for taking a constructive step for- 
ward, 


Several of the ads vary the heading 
with “Borrowing for Profit.” One of 
these, also illustrated herewith, says: 


FARMERS are not the only business 
men who need to borrow to make next sea- 
son’s “crop” possible. 

MANUFACTURERS have to purchase 
raw materials for a “crop” of future fin- 
ished products. 

WHOLESALERS must stock up in ad- 
vance and warehouse their goods, if they 
wish a seasonal harvest of business. 

RETAILERS, buying for the new sea- 
son’s demands, may need money to take 
advantage of discounts. 

Many lines of business need to borrow, 
in order to carry on. 

The Bank of Montreal makes loans to all 
kinds of Canadian business for such con- 
structive purposes. 


It will be noted that emphasis is 
placed on loans for “constructive” pur- 
poses, thus automatically eliminating a 
lot of fly-by-night applications and 
steering the sales messages so as to 
attract the interest of well-founded 
businesses. 





BORROWING AT THE BANK 
To make a small, sound business 
Larger, more sound 


SMALL BUSINESS CON- 
CERNS— independent, well- 
managed, established on personal 
ability, honesty and industry— 
fortunately abound in Canada. 


prosperity. Conservative borrowing 
may be a comiractive sep. 


‘The Bank of Montreal welcomes 


cerns regarding loans, and the 
branch 


tually large and important 
contributors to Canadian 


event one adee ae 
constructive step forward. 


BANK OF MONTREAL 


a bank where small accounts are welcome’ 





MODERN, EXPERIENCED BANKING SERVICE she Onwogge of 120 Yours’ Succenful Operation | 


THE BANKERS MAGAZINE for February, 1938 





Civic Pride Campaign 


THE Ohio Citizens Trust Company, 
Toledo, Ohio, is running a series of 
newspaper ads showing views of To- 
ledo and praising the subject matter so 
illustrated. The Toledo Museum of Art 
is presented in a recent advertisement. 
An interesting feature of this museum 
is that more people visit the museum 
each year than live in Toledo. Class 
attendance to its educational program 
exceeds 250,000 and its concerts and 
concert courses are known throughout 
the nation. The museum is supported 
entirely by contributions, without re- 
ceiving a cent of the tax payers’ money. 
The last paragraph in the ad reads: 


Just as the Art Museum brings bene- 
fits to Toledo in its sphere—BANKING 
likewise contributes to the development of 
our city. The Ohio Citizens Trust Company 
devotes its resources and its facilities to 
serving the people of Toledo—and the To- 
ledo area—to the end that each individual 
and each business organization may benefit 
by using the complete banking facilities 
here available. 

led 


The A.B.A. Evaluates Public Opinion 


COMPLETION of a study to demonstrate 
to banks methods for testing public 
opinion in their communities has been 
announced by the American Bankers 
Association through its Research Coun- 
cil, of which Gurden Edwards is direc- 


tor. Mr. Edwards was formerly pub- 
licity director of the association. 

The purpose of the study, the an- 
nouncement states, is to make practical, 
workable methods available to bankers 
for ascertaining what the people in their 
communities are thinking about banks 
and banking generally. 

The objective is the making of an 
effective diagnosis of public opinion as 
the basis of bank public relations 
through the use of definite information, 
instead of indefinite beliefs and guess- 
work. 

Emphasizing the need for such an ap- 
proach, the study declares in its open- 
ing statement that “events of recent 
years have demonstrated again and 
again that to know what people are 
thinking about banks is a major re- 
quirement of sound bank management.” 

On the premise that public good will 
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as an asset for banking is “just as in- 
dispensable as good loans and invest- 
ments” and in need of similar study, 
the association set out to gather ma- 
terial which would help develop “a 
better informed technique of good will 
management.” 

The study resulting was prepared by 
Mr. Edwards in collaboration with Dr. 
Raymond Franzen, survey and statistical 
specialist associated with the Market 
Research Corporation of America. It 
is one of a series of four studies by 
Mr. Edwards on public relations for 
banks. 

The findings in this one are the re- 
sult of a confidential survey of opinion 
made in an unnamed city which is de- 
scribed as “typical of normal urban 
life in the United States.” 


The aim is to substitute knowledge 
for guesswork. The plan of investiga- 
tion used was a statistical sampling 
method. Interviews were obtained from 
all classes of persons who were familiar 
with the community under study and 
were really part of its life, and from 
many occupations. They represent a 
true cross section of public sentiment, 
the survey states. The results are pre- 
sented in detailed tabulations which are 
supplemented by analytical and ex- 
planatory text. 

Questions asked by the association’s 
investigators included such matters as 
what professional or business group 
was most to blame for the economic 
difficulties which began in 1929, which 
group was most helpful in business re- 
covery, on whose policies recovery most 
depends. There were also a number 
of questions about the conduct of local 
banks, opinions about the services they 
are rendering and observations on their 
advertising. 

The material gathered showed that 
57 per cent. of those interviewed ap- 
peared to have no particular prejudices 
affecting their attitude toward banking, 
while 43 per cent. did have such preju- 
dices. Of the latter, 8 per cent. mani- 
fested social prejudices involving a 
critical attitude toward banking, 8 per 
cent. prejudices against banking in gen- 
eral, and 17 per cent. prejudices based 
on local banking history and experi- 
ence. The remaining 10 per cent. had 
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prejudices that were combinations of 
these three. 

Discussing the applicability of the 
information developed to the local bank 
situation, the report says: “Obviously a 
study of reasons given for their atti- 
tudes by those expressing prejudices 
against the banks in the city would be 
the first consideration there. These 
reasons would reveal tangible problems 
to be dealt with in their daily public 
relations policy, whether relating to 
publicity, advertising, customer con- 
tacts, operating practices, or other ac- 
livities connected directly and con- 
cretely with their own surroundings and 
banking methods. 

A study of the returns from the sur- 
vey, it states, throws valuable light on 
such matters as the banker’s problem 
of adjustment to public opinion, what 
he needs to know about the sociological 
aftermath of the depression, and the 
iypes of prejudices now prevalent. It 
also reveals social and economic beliefs 
and theories related to these prejudices, 
and brings out suggestions for changes 
in policy which would improve the 
banking situation. 

Some of the answers and suggestions 
obtained as a result of the questions 
used “were sound, some were obviously 
based on misconceptions as to good 
banking practice, while still others were 
plainly unreasonable,” the study says. 
“Nevertheless, all three classes of an- 
swers were instructive, especially the 
unsound suggestions, in that they give 
a clear insight into the lack of banking 
understanding in the community. The 
correction of this is one of the chief 
objectives for the banker to aim at in 
his public relations policies.” 


~ 


World’s Fair Savings Club 


INSTITUTIONS in 29 states are now op- 
erating the New York World’s Fair 1939 
Savings Club plan whereby convenient 
weekly sums are deposited in a special 
account to finance a visit to the expo- 
sition, according to a recent report by 
Grover A. Whalen, president of the Fair 


Corporation. Among the states are 
such widely separated ones as Maine, 
South Carolina, California, Louisiana 


and Wisconsin. Inquiries on the sav- 
ings plan have come from as far away 
as the Netherlands, Switzerland, Mexico 
and Ecuador. 

Some of the banks which have insti- 
tuted the plan operate it in connection 
with Christmas Clubs and Vacation 
Clubs. In one of the southern states, 
these clubs are being organized in col- 
leges to aid students in putting by part 
of their allowances to provide money 
for attending the Fair. Several banks 
are using the plan to encourage sav- 
ings by school children. 

New York City and Brooklyn banks 
are establishing Fair clubs because their 
depositors will have relatives and 
friends descending upon them during 
the Fair and may need to have a special 
fund set aside for entertainment. 

Banks interested in operating a New 
York World’s Fair 1939 Savings Club 
may purchase from the Fair Corpora- 
tion at cost prices sample forms for the 
purpose, and be supplied gratis with 
posters for lobby display, a newspaper 
mat for advertising and leaflets descrip- 
tive of the Fair for mailing or lobby 


distribution. 
~~ 


Upward Trend 


THE Research Committee of the Finan- 
cial Advertisers Association, of which 
Henry C. Ochs, vice-president of the as- 
sociation, is chairman, has just com- 
pleted a survey among the association’s 
membership on the subject of advertis- 
ing appropriations for 1938. 

Members reporting show that more 
than 50 per cent. will have the same 
appropriation as in 1937. 36 per cent. 
will increase their appropriation for 
the coming year and less than 9 per 
cent. will decrease for 1938. In the 
latter group are a large percentage of 
banks that have utilized special media 
during the year 1937 for specific pur- 
poses such as bank openings, anniver- 
saries, etc. Analysis of the reports re- 
veals that educational and institutional 
copy will predominate but in all cases 
reporting, various departmental services 
from Christmas Savings accounts to the 
large corporate trust and investment 
services will be stressed in this year’s 
advertising. 


THE BANKERS MAGAZINE for February, 1938 153 





BANKING TERMS ILLUSTRATED 


“BALANCE!” 


Lack of “‘balance’” in your bank 
account can be a source of contin- 
ual embarrassment, a handicap in 
business, a fruitful cause of disap- 
pointment whenopportunity knocks. 
A good standing balance on the other 
hand is a thing of beauty and a joy 
forever, a breeder of confidence, a 
bedrock in times of adversity, pro- 
fitable when bargains are 
effered for cash. 


MORAL — Keep your bank balance in a 


healthy condition. 


TE ROYAL BANK 


OF CANADA 


One of a series published in local hockey programs. Besides effectively presenting 
a message it builds good public relations. 


Newspapers lead the list of media 
to be used by 100 per cent. of the re- 
porting members. A large percentage 
will also use direct mail, outdoor, 
radio, and sectional and national pub- 
lications. 

Some concentration on present cus- 
tomers will be made as about 65 per 
cent. will utilize point of contact ad- 
vertising in lobby and window display 
to tie in with the other media. 


This survey covers a good cross sec- 
tion of financial institutions in all parts 
of the country and shows the trend to 
maintain advertising along the same 
lines as were pursued in 1937 bank ad- 
vertising. 


~~ 


Cartoon Ads 


SoME unusual and humorous bank 
copy from the Royal Bank of Canada 
caught our eye and piqued our curi- 
osity. To satisfy our innate inquisi- 
tiveness (at least temporarily), we 
asked J. C. Nelson, manager of the 
bank’s advertising department, to tell 
us more about it. We are indebted to 
Mr. Nelson for the following memoran- 
dum which outlines the philosophy and 
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the objectives of the two series of ad- 
vertisements which so aroused our in- 
terest. Writes Mr. Nelson: 


“It has always seemed to me that 
there are occasions when a_ bank, or 
any other dignified institution, can un- 
bend in its advertising to the extent of 
going humorous. This is particularly 
true where advertising is undertaken in 
programs of sporting events and in uni- 
versity student publications as students 
are notoriously critical of the ‘top hat 
and spats’ attitude. 


“Here in Canada, as well as in the 
United States, our banks have urgent 
need of overcoming the traditional 
opinion by the public regarding bank- 
ers, and of creating the impression that 
bankers after all are no different from 
other human beings engaged in the 
humdrum business of earning their 
daily bread. I think it is important 
that this impression be put across not 
only to our customers but also to the 
great number of people who, while they 
may not be potential customers, do 
nevertheless through their votes influ- 
ence to a marked degree the attitude of 
our politicians to banking and business. 

“Tt is for these reasons that we buy 
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Creatures of Habit 


When you don your socks, button 
your coat, answer the dinner gong. . . 
all of these things you do without 
thinking. 


It’s the same with saving money. 
It’s as easy to form the habit of set- 
ting aside at least some of your money, 
Qs it is to spend it all on things of the 
moment 


The Royal Bank of Canada desires 
to help you acquire this useful habit. 
it 1s good mental discipline, and a 
habit that will make life easier for you 
when college days are over. 


Students’ Accounts welcome 


"*¥ ROYAL BANK 
OF CANADA 
Over 600 Branches in all parts of Canada 


——— ae 











Typical of this bank’s advertising 

to student readers of university pub- 

lications. Ingratiating humor makes 

these ads readable and human, with- 
out loss of dignity. 


space in our local hockey programs and 
in university publications and adopt the 
style of advertising appearing therein. 
“In the hockey program series (see 
illustration—Ep.) I think the ads are 
interesting because, on the face of it, 
one would assume it impossible to in- 
ject humor into the hard-headed busi- 
ness of banking. However, I feel that 
we have accomplished this without any 
loss of dignity. Each of the advertise- 
ments carries a very definite message on 
one aspect or another of banking. 
“The advertisements addressed to 
college students (see illustration—Eb.) 
are slightly different, but not in tone. 
We try to get across our message to 
them in this way rather than by going 
‘high hat’ on them and talking down to 
them and offering gratuitous advice 
from our own vast experience. To fol- 
low the latter plan with college 


students accomplishes nothing unless it 
be to arouse resentment. After all, very 
few college students have much spare 
cash and to preach to them under such 
circumstances about the value of sav- 
ing money is one of the best ways of 
gaining their dislike. It is our hope 
that the present method sugar coats the 
pill.” 


Prince 


THE trademark of the Farmers Deposit 
National Bank of Pittsburgh, Pa., is the 
head of a dog whose name is “Prince.” 
The 1938 calendar distributed by the 
bank features “Prince” as its illustra- 
tion. Along with the calendar came a 
little leaflet “The Story of Prince” 
which tells how a big bank like this 
one chose a dog for a trademark. The 
bank’s trademark is unusual, and the 
story of it is likewise, so we pass it 
along to you as a matter of more than 
passing interest. It seems that: 


“Prince” was the favorite of several 
dogs owned by the late Thomas Hartley 
Given, president of this bank for many 
years. Known by name to thousands of 
Pittsburghers, “Prince” was not pedigreed, 
but was just a kind, intelligent dog. Cus- 
tomers became so accustomed to seeing 
him in the bank that he became referred 
to as the “Watchdog of the Treasury.” So 
marked was his friendly alertness that 
when children were brought into the bank, 
“Prince” would take it upon himself to 
watch over them while their parents were 
conducting their business. 


Day after day, year after year, for ten 
years, “Prince” was on duty in the bank. 
The friendly wag of his tail won him many 
friends and admirers, and soon he became 
associated in the minds of customers as 
being a part of the bank. But, in 1898, 
when some of the employes of the bank left 
to enter the Spanish-American War, 
“Prince” also left. Some believe he tried 
to go to war with his comrades, but, re- 
gardless, he left behind the spirit of 
friendliness, alertness, dependability. 


So, our trademark is more than just the 
story of a dog. It is a tribute to “Prince” 
and to those qualities which he possessed 
—friendliness, alertness, dependability—the 
same qualities which this bank endeavors to 
exemplify. 
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Who’s who in bank public relations 


John J. McCann, Jr., born in Albany, 
N. Y., received an early training at the 
Christian Brothers Military Academy. 
This preparatory schooling gave him 
enough of soldiering and as an anti- 
dote he spent the next three years study- 


JOHN J. McCANN, JR. 
Mr. McCann is advertising director 
of the National Savings Bank, Al- 
bany, N. Y., a director of the Finan- 
cial Advertisers Association, and au- 
thor of the report ““Where the Science 
of Banking Begins.” 


ing art under private tutor Edouard 
Pierre Buyck, R. A. B. 

About this time the law bug bit him, 
and putting the cart before the horse 
he served the required clerkship in law 
in the offices of Attorney George H. 
Zwick, with the intention of studying 
law thereafter. 

His intentions somehow got on an- 
other routing and from 1928 to 1930 
he was new business department man- 
ager for the Albany Publicity Service, 
Inc., the largest direct mail house out- 
side of New York City. There he 
drafted mail campaigns and then sold 
them, a process which he says was “al- 
most like oil and water—one needs to 
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be an alchemist to do both, but it was 
successful for quite a while.” 

For another year or so he busied 
himself as a designer for the Mohawk 
Printing Company, business brochure 
specialists, until in 1931 he went with 
the National Savings Bank as advertis- 
ing director, and in that position has 
become well known among financial 
advertisers. 

Mr. McCann lives in Albany—just 
inside the city limits—and is fairly ac- 
tive in civic and church work. For the 
past three years he has acted as chair- 
man of the savings division and di- 
rector of the F.A.A. He is president 
of the Advertising Club of Albany and 
a member of the A. F. A. Also he is 
a member of Albany’s Junior Chamber 
of Commerce. In addition, he has 
written for some of the financial maga- 
zines and has addressed a number of 
banking groups, but admits that out- 
side of these activities he is somewhat 
confined to inside interests except on 
week-ends and holidays. 

John McCann’s answers to our queries 
are much better than the stuff which 
we hammer out, so we'll give you a 
better picture of him by quoting his 
answers directly. When asked about 
his hobbies, he said, “Dabbling with 
paint and brush both on canvas and 
kitchen furniture—one is about as effec- 
tive as the other, if you’re really inter- 
ested. Also have amibitions for a gar- 
den, when and if I get the time and the 
plot. Past hobby is dog training—have 
an English setter and a half dozen 
training books—both for sale. Cheap.” 

As to his favorite sports, he says, 
“Being neither a Nimrod or Ike Wal- 
ton, I enjoy fishing for trout, especially 
in Maine and hunting pheasant and 
grouse (without dog) in the Catskills.” 

And as to his vacation preferences 
he entertains no doubts. “By far, 
Moosehead Lake, Maine,” he says. “You 
should try it on an island up there.” 
Sounds like John likes Maine—prob- 
ably Edna McCann (John’s better half) 
likes it just as much as he does. 

However, there are some repercus- 
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sions to this Moosehead Lake business, 
as we belong, unofficially, to the Lovell, 
Maine, Chamber of Commerce and take 
this opportunity to suggest to Mr. and 
Mrs. McCann that whenever Moosehead 
grows a bit stale to try Lake Kezar. 


~~ 
Notes and News 


The Birmingham Trust and Savings 
Company, Birmingham, Ala., started 
business back in December, 1887, and, 
therefore, celebrated its 50th anniver- 
sary a month or so ago. This being our 
first opporutnity to record the event, 
we wish to salute the bank for its head- 
ing which proclaims that it is “50 


YEARS YOUNG!” 


*% * 


“A bit of interesting financial his- 
tory” has been sent to customers and 
friends by The Fort Worth National 
Bank, Fort Worth, Texas. The “his- 
tory” is a little brochure which re- 
publishes the “Report of the Condition 
of the Seven National Banks in Fort 
Worth, Texas, Under Call of the Comp- 
troller of the Currency ... at the 
Close of Business, March 6, 1893.” A 
glance at the seven statements shows 
that the bank was second largest in re- 
sources at that time. Now the bank is 
the largest in Fort Worth; its resources 
are roughly 40 times what they were 
in 1893; it is one of three national 
banks in the city; it is one of two whose 
name has remained the same. 

* * * 

Combating the no-minimum-balance 
checking account idea prevalent, and 
successful, in New York City is the 
Public National Bank of New York 
which is advertising to the effect that 
their checks signify a certain degree of 
financial responsibility—they require a 
moderate minimum balance and this re- 
quriement elevates their customers to a 
higher credit plane than those who have 


no minimum balances. 
*% ¥* * 


Remember the beautiful story by 
Charles Dickens, universally known as 
“The Christmas Carol”? Well, as its 
Christmas message to its public, The 
Bridgeport-City Trust Company sent out 
a little pamphlet reprinting the part 
about “The Christmas Goose at The 
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Cratchits’,” and a cheerier and more 
heart-warming greeting from a bank we 


have but rarely seen. 
* * *% 


To further identify its facilities in 
Toronto, the Bank of Montreal has is- 
sued a booklet entitled “Toronto’s First 
Bank” which tells the history of the 
bank’s growth in that city since 1818, 
when it sent an agent to what was then 
known as “York” for the convenience 
of traders at that outpost. Banking in 
those days must have been somewhat 
arduous (to understate the difficulties) 
as “at that time railways were unknown, 
no steamship had ever crossed the 
ocean, electric light and power were 
undreamed of, and even illuminating 


gas had yet to come.” 
*% * * 


“Do You Miss 6¢ a Day?” asks an 
ad from the First Trust and Deposit 
Company, Syracuse, New York. Most 
of the ad is taken up by a huge ques- 
tion-mark, superimposed on which are 
four small sketches—the first a newsboy 
with a paper, and an accompanying 
line “—for daily papers”; the second, 
a pack of cigarettes, the accompanying 
line reading “—15¢ a day for ciga- 
rettes”; the third a trolley car, the line 
reading “—or 15¢ a day for transporta- 
tion.” The fourth illustration, in the 
question-mark dot, is a safe deposit 
box, the line reading “Then you won't 
miss 114¢ a day for a SAFE DEPOSIT 


BOX.” 
© 


TO REORGANIZE UNION TRUST 
OF CLEVELAND 


PLANS to reorganize the Union Trust 
Company of Cleveland, one of the 
largest banks to close during the de- 
pression years, under the name of the 
Union Bank of Commerce were recently 
endorsed by a sponsors’ committee and 
prepared for court approval. The bank, 
starting with about $38,000,000 in de- 
posit liabilities and capital of $5,000,- 
000 plans to issue five-year credit notes 
for the final 20 per cent. of the Union 
Trust deposits. The plans would net 
depositors $9,500,000 more than they 
would receive if they insisted on imme- 
diate liquidation, according to Samuel 
H. Squires, State Bank Superintendent. 
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BOOKS for BANKERS 





THE MASSACHUSETTS First NATIONAL 
BANK OF Boston, 1784-1934. By 


N. S. B. Gras. Cambridge, Mass.: 
Harvard University Press. Pp. 768. 
$5.00. 


WHILE the title of this volume is ac- 
curate, it does not exactly fit the suc- 
cessor bank, for the more historic por- 
tion of the title has disappeared. And 
thereby hangs a tale. When the Massa- 
chusetts National and the First National 
were merged, Boston pride rather in- 
clined to the preservation of the time- 
honored name. But there had come 
into the official management Daniel G. 
Wing, a former Western banker and 
later a national bank examiner. It was 
Mr. Wing’s idea that the title First Na- 
tional Bank would be indicative of 
strength and primacy, and New Eng- 
land pride gave way to expediency. 

The earlier chapters of the book, re- 
counting as they do the formative and 
developing years of the Massachusetts 
Bank, are by no means exciting, al- 
though of much interest, and specially 
so to the student of banking history. 
But from the time that John W. Weeks 
and Daniel G. Wing came into the 
management, the dry bones began to 
rattle, and from that time forward the 
career of the venerable bank was al- 
most spectacular and breath-taking, for 
it began to absorb other banks so 
rapidly—taking in some fifty or sixty of 
them directly or indirectly—that it soon 
passed from a comparatively small and 
local institution to one of national and 
even international importance, and took 
rank among the largest banks of the 
United States. 

In employing the word “spectacular” 
it is not meant to imply that such a 
quality could properly be ascribed to 
Mr. Wing. For no banker in the United 
States worked more quietly, or harder, 
to build up the institution he was called 
on to head. Using a theatrical figure 
of speech, it may be said that Mr. 
Weeks set the stage for the subsequent 
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performance which Mr. Wing was so 
skillfully to direct. 

There had been banks in Massachu- 
setts and elsewhere before the formation 
of the Massachusetts Bank in 1784. The 
Bank of North America, for example, 
and it was on the experience of this in- 
stitution that the Massachusetts Bank 
was to build, adopting most of its by- 
laws and its methods of accounting. The 
president of the first-named bank, writ- 
ing to the organizers of the new bank, 
had told them “that the world is apt 
to suppose a greater mystery in this 
sort of business than there really is; 
perhaps it is right they should do so.” 
For a long time bankers were not in- 
disposed to foster this idea, but in later 
years they have sought to dispel it. 

Those who founded the bank were 
merchants, and lacked banking experi- 
ence. But they were conservative, and 
not only limited the amount of the 
bank’s real estate holdings, but the 
minimum amount of deposits that would 
be accepted, and the amounts for which 
checks would be paid. For the first five 
years a charge of 1/10 of 1 per cent. 
was to be imposed on deposits. 

One of the problems of early bank- 
ing in Massachusetts, as elsewhere, was 
the handling of the notes of state banks. 
And while the notes of the New Eng- 
land banks were as a rule superior to 
those issued by the banks of other states, 
they were far from being uniformly 
good. A plan of redemption was in- 
stituted by the Boston Exchange Office, 
but it did not succeed. It was succeeded 
by the system devised and operated by 
the Suffolk Bank, which was an asso- 
ciation of Boston banks. Of this asso- 
ciation the Massachusetts Bank was a 
member for a few months only; but, 
curiously enough, when later the Bank 
of Mutual Redemption was formed, the 
Massachusetts Bank “entered into 
friendly relations with the Suffolk 
Bank.” 

The account of the Suffolk Bank Sys- 
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tem ot note redemptions, given in out- 
line in this volume, constitutes an in- 
structive chapter in our banking his- 
tory. And the story of the Massachu- 
setts Bank, so well told by the author, 


is equally informative. Within the 
limits of an ordinary book review it is 
impracticable to trace this story in de- 
tail. The bank had its good years and 
bad, as did other banks with which it 
was competing. It is creditable to the 
bank, that in the panics of 1837 and 
1857 it suspended specie payments with 
great reluctance. 


On April 30, 1865, the Massachusetts 
Bank became the Massachusetts Na- 
tional Bank of Boston, but its progress 
under the new charter was hindered by 
growing competition, and especially by 
the disastrous panic of 1893. Four 
years later, that is in 1897, the bank 
which was the oldest in Boston, and 
for many years had been in the lead 
of its rivals, had sunk below the aver- 
age of thé fifty-four banks then in op- 
eration. By 1899 the situation of the 
bank was such that its suspension 
would not have caused surprise. But 
new directors were elecied, including 
John W. Weeks, and it was due to Mr. 
Weeks and his associates that the bank 
was not only saved, but started on a 
career which was shortly to place it in 
the position of one of the great banks 
of the United States. The author justly 
states: “Weeks planned success for the 
bank; Wing attained it.” 


Interest attaches to the securing of 
the title, First National Bank. The 
Safety Fund Bank had been organized 
in 1859, under the general banking 
laws of Massachusetts. On June 20, 
1863, it became the First National Bank 
of Boston, but exactly a week later it 
was purchased by those in control of 
the Massachusetts National Bank, the 
latter being liquidated as a separate in- 
stitution. In the succeeding years sev- 
eral banks were merged with the First 
National, the most important being the 
Old Colony Trust Company in 1929. 
Through these mergers, and by direct 
action, numerous local branches were 
acquired or opened, including those in 
Buenos Aires and Cuba. 

There are only a very few banks in 
the United States whose existence is co- 
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existent with that of the Massachusetts 
Bank, and in fully and accurately relat- 
ing its history the author has performed 
a valuable service to the students of 
American Banking. 


THE Economics oF ConsuMPTION. By 
Charles S. Wyand. New York: The 
Macmillan Co., 1937. Pp. XIII-565. 
$3.50. 


THERE is no phase of economics which 
has received less consideration than the 
economics of consumption. This is true 
whether the matter is looked at from 
the standpoint of the theoretical econo- 
mist or of his practical counterpart in 
the field of business. The emphasis has, 
very generally, been laid on production 
or distribution, but seldom on consump- 
tion. The consumer, of course, has re- 
ceived plenty of attention in the business 
world, but almost without exception it 
is as the logical object of sales pres- 
sure, practically never as the most im- 
portant single factor in our economic 
system. 

The author of this book has attempted 
to study some of the phases of eco- 
nomics from the viewpoint of the con- 
sumer. He calls attention to the fact 
that everyone is a consumer although 
only a part of the community is made 
up of producers. Every child in school, 
every grandmother in the proverbial 
chimney corner, is a consumer quite as 
much as the worker at the lathe or the 
banker at his desk. In round figures, 
there are probably twice as many con- 
sumers in the United States as there are 
producers. The reason why consumers 
have received so little consideration is 
due in large part to their not being 
united and not having a common or- 
ganization to support their interests. 
Yet without them, all of the efforts of 
producers in every line would be value- 
less. This, of course, does not explain 
why scientific economists have so long 
neglected this phase of economics, but 
the fact that they have cannot be gain- 
said. 

There is unquestionably a rising in- 
terest in the consumer and in the goods 
of commerce looked at from his stand- 
point. More and more the needs and 
requirements, not to say the rights, of 
consumers are receiving consideration. 
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A well known statistical firm has opened 
schools this past fall for the training 
of buyers—in part, it is true—buyers 
for business houses, but all buyers who 
are or will be responsible for family 
consumption. The present volume is 
another sign of this growing interest. 

After some introductory chapters on 
the growing importance of consump- 
tion, the author takes up the problem 
of the consumer and his definition. He 
defines a consumer and the nature of 
consumption goods, setting them off 
from capital gods and classifying them 
as necessities, comforts and luxuries. 
He then analyzes the factors condition- 
ing the choice by the consumer, includ- 
ing motives, sense percepts, psychic fac- 
tors, habits, customs, sex differences, 
racial influences. 

He outlines at some length the com- 
mercial manipulation of choice and 
calls attention to the limited choice 
which most consumers possess, largely 
because goods are produced “to sell” 
rather than to be consumed. The eco- 
nomic losses due to this situation are 
erroneous. He calls attention to the 
need of standards as an aid to the con- 
sumer. He points out how commercial 
interests with their lobbies have so far 
successfully blocked all attempts of the 
Government to aid the consumer and 
of various ways in which consumers 
have attempted to overcome these handi- 
caps. Among these methods are con- 
sumer codperation in various ways, 
consumer research, consumer buying as- 
sociations, codperatives—few and feeble 
in this country, but already of major 
importance in certain foreign countries. 


In the last section of the book, he 
discusses planes of consumption, includ- 
ing levels of living, standards of living, 
norms of living and consumer goals. 
While the author does not feel that there 
is much probability of really construc- 
tive government action of assistance to 
the censumer—he takes small stock in 
most of the New Deal gestures in this 
direction, he nevertheless proposes a 
“Department of the Consumer” co- 
ordinate with existing departments of 
the Federal Government and outlines an 
enabling act for its establishment. 

The book is verbose in places and in- 
cludes topics which, perhaps, might 
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better have been left out. It is a book 
of marked significance, however, for it 
serves to explain and emphasize the ap- 
proach of economics and business whose 
importance is just beginning to be 
realized. 

Bankers have long been considered 
as among the most trusted advisors of 
business men. They will find this book 
of interest and help in orienting their 
point of view to the changing condi- 
tions. It can be of real service to them 
in giving them an understanding of de- 
velopments in regard to which they 
will have many occasions to counsel 
their clients. Being one step removed 


from the pressure of selling, they can 
get a better perspective of this change 
which is gradually modifying our eco- 
nomic and social life than can their 
business clients who are close to the 
problem of selling enough goods to 
meet the next payroll. 


FINANCIAL DEVELOPMENT OF THE 
Unitep States. By William J. 
Schultz and M. R. Caine. New 
York: Prentice-Hall, Inc., 1937. Pp. 
XXVIII-757. $5.00. 


THERE are books which are valuable 
because they tell us something new: 
there are other books which are also 
valuable that tell us little or nothing 
that is new but which present a subject 
in such a way that it is easier to under- 
stand or is more usable or more com- 
prehensive. This present volume falls 
distinctly in the second class. 

There have been many books on the 
financial history of the United States 
and hence there was little new which 
the authors could say except to record 
the events of the recent years. What 
they have done is to produce a book 
which is more comprehensive than most 
volumes on this subject, which is more 
useful than most because of the way 
the material has been organized and 
which is easier to understand because 
of the readable style in which it is 
written. 

This book is more comprehensive be- 
cause it includes not only a discussion 
of the development of the finances of 
the Federal Government and of bank- 
ing and currency, but also because it 
outlines the history of the finances of 
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the states and of the international finan- 
cial experience of the United States. 

It is more useful because the organ- 
ization of the material and particularly 
of the detailed table of contents makes 
it easy to find material. This history 
of the country is divided into its natural 
periods. Each chapter indicates the 
period covered. Within each chapter, 
sections are devoted to the major phases 
of financial development for which the 
period is noteworthy. Federal finance, 
banking, and currency appear in prac- 
tically every chapter, or group of chap- 
ters, and, in addition such topics as: 
state finances, commercial credit, inter- 
national finance are found in many 
chapters. 

Furthermore, special sections are in- 
serted wherever they are needed. For 
example, in the chapters dealing with 
the early period of our national life 
are sections entitled: “Critique of Fed- 
eralist Fiscal Policy,” “Critique of Re- 
publican’ Fiscal Policy.” A _ special 
section is devoted to the history of the 
second United States Bank. There are 
excellent sections on the crisis of 1873 
and the silver crises of 1890 and 1893. 

The book is especially valuable for 
its discussions of recent years, begin- 
ning with the World War period and 
continuing on through the halcyon days 
of 1921-29 and the cataclysm of 1929-33 
to the recovery years of 1933-36. Here 
the authors are dealing with a period 
which has been subject to their own 
personal observation. They have suc- 
ceeded in describing these events 
through which they have lived with ex- 
ceptional objectivity. 

The principal fault of the book lies 
in the fact that it is almost wholly 
descriptive. The authors have presented 
the facts but have not attempted to in- 
terpret them. To many readers, how- 
ever, this may be an advantage. With 
the facts in hand, they can provide their 
own explanations of the causes of the 
events recorded. 


Your Money anp Your Lire. By Gil- 
bert Seldes. New York: Whittlesey 
House, McGraw Hill Book Co., Inc., 
1938. Pp. X-344. $2.50. 


WE have become quite accustomed to 
books presenting the point of view of 
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the laboring man, the farmer, the in- 
dustrialist, the banker, but very rarely 
do we find a book which is devoted to 
the intersets of the middle classes—that 
great group of families which have in- 
comes of less than $1500 a year but 
which are still above the poverty line. 
Mr. Seldes has written such a book and 
while it lacks much in certain respects, 
particularly in suggesting to its mem- 
bers either a philosophy of living or a 
course of action to be pursued, it has 
many merits which deserve considera- 
tion. Certainly the group itself de- 
serves most serious consideration on the 
part of bankers for it is the group on 
which the business of the country in 
large measure depends. 


The author feels that the middle 
classes have been inarticulate and have 
not properly looked out for their own 
interests which, in general, coincide 
more nearly than those of any other 
one class, with the interests of the 
country as a whole. Especially in the 
political field it has been unrepresented. 
Other groups, through organization or 
through lobbies or both have made their 
political influence felt, and the middle 
classes have paid the bill in more ways 
than one. Worse than this, the middle 
class has not displayed an ability to 
think for itself but has allowed propa- 
ganda from both the economically 
higher and lower classes to dominate 
the thought of the nation. 

A very direct outgrowth of all this 
is that the economic position of the 
middle classes is being steadily under- 
mined and with its destruction, if that 
comes, goes the economic welfare of the 
country. Furthermore, a decline in the 
strength of the middle classes means the 
gradual loss of freedom and the ulti- 
mate destruction of democracy. 


Mr. Seldes wants his book to sound 
a call which will awaken the middle 
classes and lead them to take action 
which will preserve their economic and 
political security, give them greater 
stability and make possible a gradual 
increase in their numbers by promoting 
additions from those who are economi- 
cally on lower levels. In this way can 
the fundamental institutions of our na- 
tion be preserved. 

The author is distinctly successful in 
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calling attention to the many dangers to 
which the middle classes are subjected. 
He has performed a real service by his 
presentation of the situation and the spe- 
cific challenges and questions which he 
brings to them. He makes some spe- 
cific suggestions: do not write your 
congressman, see the local power which 
elected him; do not try to form a large 
organization, get the neighbors inter- 
ested and stir up local interest. He 
does not, however, outline major poli- 
cies for the middle classes to adopt or 
indicate ways and means for attaining 
the major objectives. 

Regardless of the omissions, the book 
is unique and challenging and well 
merits the attention of the thoughtful 
banker who is, probably, one of the 
middle class himself. 


A ProcrRAM OF FINANCIAL RESEARCH. 
By National Bureau of Economic Re- 
search in Codperation with Associa- 
tion of Reserve City Bankers. New 
York: National Bureau of Economic 
Research, 1937. Vol. I, Pp. X-81. 
$1. Vol. Il. Pp. VITI-253. $1.50. 


THESE two books are the work of a 
committee organized by the National 
Bureau of Economic Research, upon the 
instigation of and in codperation with 
the Association of Reserve City Bank- 
ers. The committee is composed of Dr. 
David Friday, Dr. Walter Lichtenstein, 
Dr. J. H. Riddle with Dr. Winfield W. 
Riefler as chairman, and Dr. Ralph A. 
Young as secretary. It is the result of 
the adoption of a policy of the Associa- 
tion of Reserve City Bankers to promote 
nation-wide research in banking prob- 
lems and the nomination of a commit- 
tee from among its members to arrange 
for such work. As this work was 
initiated by bankers and as_ bankers 
have taken an active part in its conduct, 
the results, naturally, are of the greatest 
interest to bankers. 

In the first volume is presented a re- 
port of the committee in which the 
problem as they see it is outlined and 
the first steps taken by the committee 
toward the solution of the problem are 
described. The second part of this vol- 
ume develops in some detail the major 
projects which the committee feels 
should be undertaken. These projects 
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cover the principal fundamental eco- 
nomic problems with which banking is 
now confronted. 

The committee very wisely feels that 
it would be a waste of both time and 
resources to initiate projects upon which 
work is already under way when such 
work is being done by men of recog- 
nized ability. As a further step, there- 
fore, it prepared an inventory of such 
projects, including those which are be- 
ing conducted by government bureaus 
and agencies, independent institutions 
and foundations, universities, banks and 
indivduals. Brief descriptions of these 
projects are given, and note is made 
of the fields covered under each of the 
principal groups of projects recom- 
mended by the committee when a par- 
ticular research touches on more than 
one of these. In each case the name 
is given of the organization which is 
conducting the research and the name 
of the individual—in those cases where 
a single person is responsible for the 
work. It is interesting to find how 
many such cases of research are being 
fostered by the Graduate School of 
Banking and the American Institute of 
Banking of the American Bankers As- 
sociation. 

Both of these volumes should be in 
the hands of every banker, for they 
represent work being done by his rep- 
resentatives, work of a highly construc- 
tive nature. 


THE REORGANIZATION OF THE AMERI- 
cAN RarLroap System. By E. G. 
Campbell. New York: Columbia 
University Press. $4.50. 


THE author of this book has tried, he 
states in his preface, to fill in for us a 
surprising gap in the field of railroad 
literature—that of financial analysis 
for the last half century. For his start- 
ing point he takes the depression of 
1893 because it was during the decade 
of that depression that the first great 
transportation combination was formed 
giving rise in some cases to railroad 
prosperity even in depression years—a 
situation hardly paralleled today, it 
might be added. 

Mr. Campbell, however, does not 
claim that the depression itself was re- 
sponsible for the new methods in rail- 
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road finance so much as the natural 
culmination of trends already estab- 
lished in the period following the Civil 
War. It is the study of both the effects 
of the depression and of the new finan- 
cial trends upon the financial structure 
of the railroads that is the object of 
this study. 


PRACTICE AND FINANCE OF FOREIGN 
TRADE. By W. W. Syrett. London: 
Macmillan. $2.00. 


Writinc from an English point of view, 
which, however, is somewhat applicable 
to this country, Mr. Syrett discusses the 
sale of goods and the resulting rights 
and duties of buyer and seller, the docu- 
ments used in foreign trade, the part 
played by commercial banks, and the 
risks involved in foreign trade. 

Foreign trade, it is pointed out, has 
undergone considerable change since the 
World War. It is no longer strictly 
true that all goods tend to come from 
the countries in which they can be most 
economically produced. Nationalism 
has been persued with almost fanatical 
zeal by some countries since the war, 
and with this nationalism have come 
economic nationalism and various at- 
tempts at economic self-sufficiency. The 
problem of the exporter and importer 
has become complicated. It is the pur- 
pose of this book to be a working 
manual of information about exporters 
and importers for bankers and of bank- 
ers for exporters and importers. Con- 
siderable attention is given to how 
banks assist merchants and to the 
banks’ forms. 


Livinc Trusts IncLupinc Lire INsuR- 
ANCE Trusts. By Gilbert T. Stephen- 
son. New York: F. S. Crofts & Com- 
pany. $4.00. 


HERE is a book written in simple, un- 
derstandable language which aims to 
acquaint both the professional man and 
the layman with the purpose, creation, 
administration, and influence of various 
types of trusts. Particularly is it de- 
signed for the benefit of those who may 
be contemplating creating trusts. Among 
the specific problems taken up are: 
trusts as business enterprises; purposes 
served by trusts; legal aspects of trusts; 
tax features of trusts; forms of trust 
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agreements; guideposts in creating liv- 
ing trusts; the adequate trustee; and 
the social significance of living trusts. 

The whole work has recently been 
revised to keep abreast of the changes 
in taxes and trust agreements of the last 
few years. 


Money Powers OF EUROPE IN THE 
NINETEENTH AND TWENTIETH CEN- 
TURIES. By Paul H. Emden. New 
York: Appleton-Century. $3.50. 


THE author of this book maintains, and 
not without some justice, that the 
soldiers and statesmen have had more 
than their share of the limelight in the 
field of popular history. The financiers, 
with the exception of a few prominent 
families like the Rothschilds, have been 
neglected. The purpose of this volume, 
says Mr. Emden, is to supply a definite 
lack in the popular treatment of mod- 
ern European history. 

With the intricate problems of bank- 
ing and finance the author does not con- 
cern himself. He deals instead with the 
men and events of the last hundred and 
twenty years in the world of finance 
and their relationship to their respective. 
ages. The book is a narrative, rich in 
anecdote, of the rise and operations of 
the money powers of Europe. 

For those who like to know the 
human element behind the history of 
banking this volume should prove of 
unusual interest. 


MoneTARY PoLicy AND ECONOMIC 
STABILIZATION. By Arthur D. Gayer. 
New York: Macmillan. $3.75. 


THE inadequacy of traditional ideas in 
the light of post-war conditions, both 
monetary and economic, is the idea 
hammered at indirectly by Arthur D. 
Gayer throughout his book. He con- 
nects, for example, the maldistribution 
of gold due to war debt payments with 
the 1929 boom and the ensuing col- 
lapse. The world’s gold rapidly found 
its way to France and the United 
States, which reduced the monetary re- 
serves of the rest of the world and 
eventually compelled those countries 
which were losing gold to institute 
credit restriction. By analyzing the 
monetary affairs of Great Britain and 
the United States he draws conclusions 
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which he hopes may be of some value 
in regard to the future world course 
of monetary events. About one thing 
he is insistent; namely, that no solution 
is possible so long as the monetary sys- 
tem continues to function as it has since 
the war. 

The author has had the good sense 
throughout to tie-up his theory with 
understandable facts used as_illustra- 
tions. Whether right or wrong he has 
brought his theory down to earth and 
explained it with a minimum of un- 
necessary technical terminology. 

Arthur Gayer was educated in Eng- 
land but has spent most of his career 
in this country. He has been a mem- 
ber of the economics faculty of Colum- 
bia University since 1931. From 1932 
to 1934 he was research economist for 
the Federal Public Works Administra- 
tion and economic consultant for the 
National Planning Board. In 1936 he 
was appointed senior economist of the 
Federal Reserve Board at Washington. 


A FinanciaL History oF MAINE. By 
Fred Eugene Jewett. New York: 
Columbia University Press. $3.25. 

“As goes Maine, so goes the nation” 

seems to be a political proverb that 

Professor Jewett thinks might well ap- 

ply to finances. A Financial History 

of Maine, in the words of the author 

“. . was undertaken in the hope that 

such a history of a typical New Eng- 

land state might aid in formulating 
plans for the future by making avail- 
able ihe lessons of the past.” 

This study, one of a series of similar 
studies in history, economics, and pub- 
lic law published by Columbia Univer- 
sity, is a scholarly and detailed analysis 
of the finances of the state of Maine for 
the last hundred years. In the second 
half of the book special aspects of the 
state’s finances are studied in such a 
way as to shed light on similar prob- 
lems elsewhere. 


SHORT-TERM CAPITAL 

By Charles Poor Kin- 
dleberger. New York: Columbia 
University Press. $3.00. 

In view of the present gold dilemma, 

this careful study of the importance of 

international short-term capital move- 
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INTERNATIONAL 
MOVEMENTS. 


ments both in the balance of payments 
and in their relations to the national 
monetary economy should be of par- 
ticular interest. The author dismisses 
the popular assumption that equilibrium 
in the balance of international pay- 
ments is maintained either by move- 
ments of gold or by shifts in the rate 
of foreign exchange on the grounds that 
it over-simplifies the foreign exchange 
mechanism by leaving out of considera- 
tion short-term movements of capital 
between countires. These, he says, are 
qualifications to gold shipments and 
should be treated as such. Therefore, 
gold movements should be offset when 
they are due solely to the movement of 
short-term funds. 

The book further suggests that equi- 
librium in foreign exchange markets 
exists when, at a given rate of exchange, 
the balance of payments exerts neither 
an inflationary nor a deflationary force 
on the national money income. 


THE FepERAL RESERVE BANK OF SAN 
Francisco. By Parker B. Willis. 
New York: Columbia University 
Press. $3.00. 


INSTEAD of attempting to evaluate the 
practices and policies of the whole Fed- 
eral Reserve System, this work concerns 
itself with only a detailed study of the 
San Francisco Federal Reserve Bank. 
The book tries to determine the influ- 
ence of this bank and its policies on the 
economic development of the region and 
the formation of capital and money mar- 
kets. An attempt has also been made 
to determine the degree of independ- 
ence of the San Francisco Federal Re- 
serve Bank in formulating its own 
policies. 

The author, Mr. Willis, is well quali- 
fied for the work he has undertaken. 
He has been a teaching fellow at the 
University of California and later was 
in close contact for a number of years 
with Feteral Reserve officers, commer- 
cial bankers, business men, and univer- 
sity instructors in the Twelfth District. 


PRINCIPLES OF ACCOUNTING. 


By Alva 
L. Prickett and R. Merrill Mikesell. 


New York: Macmillan. $3.50. 


Tuis is a carefully revised and enlarged 
edition of the author’s previous work. 
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Illustrations and problem material have 
been noticeably increased, and much 
new material on corporations, depart- 
mental accounting, accounting for a 
manufacturing business, consignments, 
and joint ventures has been added. Al- 
though the book is primarily designed 
for students taking business or account- 
ing courses, its scope is broad enough 
to make it of interest to others. Con- 
siderable space, for example, is devoted 
to the relation of accounting to other 
aspects of business. 

Easy approach, clear sequence, and 
attention to fundamentals help to make 
this work readily understandable. Also 
available are a Workbook at $3.00 and 
a practice set of worksheets at $1.00, 
both of which add considerably to the 
value of the text. 


LasBor, INDUSTRY AND GOVERNMENT. By 
Matthew Woll. New York: Apple- 
ton-Century. $2.00. 


With the general public interest in 
labor and labor disputes what it is to- 
day, what Matthew Woll, vice-president 
of the American Federation of Labor 
and a member of its executive council 
has to say, is bound to be of interest. 
What he does say, briefly, is that labor, 
industry and government must coéperate 
for the good of the people of the coun- 
try. Labor, he says, is more than will- 
ing to do its part, but for success all 
three agencies must work together. 

The 1929 depression in his opinion 
was due to too rapid and too radical 
expansion—particularly in speculation 
at home and abroad by those with 
money. The United States has emerged 
from a constructive era to a mainte- 
nance era, when money should be spent 
more for replacements than for new 
construction. 

Other subjects treated are: the right 
to strike, wages and hours, codification 
of industry, economic planning, infla- 
tion, and social insurance. 


SELECTED TABLES FOR BUSINESS AND 
Financia, Catcutations. By Theo- 
dore Lang and William S. Schlauch. 
New York: Ronald Press. XXXV- 
182. $2.50. 

THE tables in this book have been de- 

signed for everyday use in making in- 
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terest and other computations. They 
will be found excellent and unusually 
comprehensive for convenient and 
constant use in all calculations where 
speed and accuracy of result are re- 
quired. 

Every detail of the tables has been 
carefully planned, organized, and ar- 
ranged by the authors, expert special- 
ists with wide experience in the use of 
tables in all types of mathematical 
problems of business. 

Simple illustrations show just how 
to use the tables for their maximum ap- 
plication, and how they may be applied 
to a range of problems wider than is 
ordinarily realized. 


~ 


RECENT PAMPHLETS 


New 1937 Rattroap CuHart. By 
Robert A. Burrows. Pittsburgh. $2.00. 


On this chart is assembled in easily as- 
similated form information as to the 
inter-relation, consolidation, and capi- 
talization of fifty-three principal rail- 
roads in the country. This edition re- 
places the 1933 edition and contains 
added material on flow of dividends, 
capitalization ratio, stock symbols, and 
receiverships. The chart may be ob- 
tained in black and white for $2.00 or 
in seven colors for $3.00. 


SAVINGS AND AMERICAN 
Chicago: Machinery 
Products Institute. 

THE virtue of thrift is the theme of this 

pamphlet. Lately there have been many 

who have claimed that too much was 
being saved, that if the hoarded funds 
were put to good use business would 
revive. Something of this attitude has 
been adopted recently by the Federal 

Government in the form of legislation 

intended to discourage the accumulation 

of reserves. The object of the pam- 
phlet is to refute the arguments of those 
who would discourage saving. 


PROGRESS. 
and Allied 


Exporters’ HanpBook. New York: 
Manufacturers Trust Company. 
BroucHut together in convenient refer- 
ence form in this booklet is a wealth 
of information covering subjects of im- 
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portance to the American exporter. In- 
formation has been compiled on tariff 
and stamp duties, protests, and foreign 
exchange regulations. The booklet, 
which is in loose-leaf form, is intended 
primarily for customers of the bank. 
Pages of new and supplementary ma- 
terial will be available from time to 
time. 


INVESTMENT TRUSTS AND FUNDS FROM 
THE INVEsTOR’s PoInT OF View. By 
E. C. Harwood and Robert L. Blair. 
Cambridge, Mass.: American Insti- 
tute for Economic Research. $1.00. 


HERE is a small book, which like sev- 
eral others on different subjects which 
have appeared recently, names names. 
Taking as its premise the statement that 
the dissipation of private savings is 
both a public and a very personal prob- 
lem, the book proceeds to define good 
and bad trusts and, finally, to give a list 
of selected and recommended issues in 
which to invest. Throughout, the work 
is done in a thorough, scholarly man- 
ner. 


RaitroapD Dest Repuction. By Irvin 
Bussing. New York: Savings Banks 
Trust Company. 

THE contention of some analysts that 
financial failures among railroads are 
due to deficient earnings, rather than to 
excessive debt, is here denied by Mr. 
Bussing. The fact is, he says, that earn- 
ings and charges are inseparably bound 
together like the opposite ends of a 
lever. To secure equilibrium both need 
adjusting. Dr. Bussing in this booklet 
outlines a plan for railroad debt reduc- 
tions and tests its practicality by apply- 
ing it to the financial history of several 
railroads. 


UNDERSTANDING CORPORATIONS. By 
Emanuel Stein, Ph.D. New York: 
Service Bureau for Adult Education, 
New York University. 50 cents. 

A DESCRIPTION in layman’s language of 

recent legislation affecting the security 

markets—such as the Securities Act, 
the Securities Exchange Act, and the 

Public Utilities Holding Corporation 

Act—is here presented by Dr. Stein of 

the New York University faculty in eco- 

nomics. Included is an elementary 
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analysis of corporation organization 
and its relation to investment banking 
and security markets. The pamphlet 
attempts to describe as briefly and 
simply as possible the nature of the 
problems resulting from the growth of 
these economic agencies, and to discuss 
the efforts at reform. 


BANKING TURNOVER AND FACILITIES IN 
Ituinois. By Arthur H. Winakor. 
Urbana, IIl.: The University of IIli- 


nois. 


THIs issue of the bi-weekly bulletin of 
the University of Illinois is devoted to 
three things: private banking in Illinois 
from 1917 to 1921 and the influence 
this had on later banking developments 
and difficulties, banking instability and 
turnover from 1921 to 1925, and the 
banking facilities in Illinois towns and 
cities and the changes that have taken 
place in these over a period of years. 
The author considers Illinois, because 
of the great banking difficulties it has 
had in the past, an unusually fine ex- 
ample for study. Much attention is de- 
voted to the changes in the numbers and 
kinds of banks throughout the period 
of years, 1921 to 1935. 


SPECIAL LIBRARIES DIRECTORY OF 
GREATER NEw York. Compiled by 
the Directory Committee of the Spe- 
cial Libraries Association, New- York 
Chapter. $2.00. 


Lists of special libraries arranged in 
convenient classified form are presented 
in this directory. Of special interest 
to bankers will be the lists of private 
libraries and special collections devoted 
exclusively to accounting, advertising, 
banking, finance and statistics, and in- 
vestments. 


Can We ContTROL THE Boom? By Ber- 


til Ohlin and others. Minneapolis: 
The University of Minnesota Press. 
25 cents. 


TuHIs is a printed version of a round- 
table conference held at the University 
of Minnesota under the auspices of the 
School of Business Administration. 
Various aspects, of a controversial 
nature, of both boom and depression 
are covered by contributors. Among 
these are Bertil Ohlin, professor of eco- 
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nomics, University of Stockholm, and 
Oliver S. Powell, first vice-president of 
the Federal Reserve Bank of Minne- 
apolis and consultant for the Federal 
Deposit Insurance Corporation. 


PRINCIPLES OF PuBLic Utitity DeprE- 
CIATION. By Perry Mason. Chicago: 
American Accounting Association. 
$1.00. 

THE author of this monograph presents 

first an interpretation of depreciation 

from the accounting point of view and 
then goes on to formulate a set of prin- 
ciples, which if utilized, he believes, 
would result in a solution of the present 
depreciation control and _ regulation 
problems. One factor often neglected, 


obsolescence in depreciation, is given 
considerable 
Mason. 

Appended is a useful analysis of the 
attitude of the courts on important de- 
preciation problems. 


attention by Professor 


PROCEEDINGS OF THE ANNUAL MEETING 
OF THE AMERICAN ASSOCIATION OF 
COLLEGIATE SCHOOLS OF BUSINESS. 
$1.25. 


THE association, composed of the lead- 
ing business administration colleges of 
the country, publishes in this volume a 
series of addresses originally given at 
their annual meeting last March. Most 
of them have to do with the relationship 
of the school of business to other insti- 
tutions such as the liberal arts college, 
the engineering and law college, and 
the agricultural school. There are, 
however, two addresses which should be 
of some interest to bankers—Research 
in Schools of Business and The Respon- 
sibility of Schools of Business Admin- 
istration to Economic Statesmanship. 


Boom. By Major 
New York: New 


REMAKING THE 
L. L. B. Angas. 
Era. $1.50. 

Major AnGas here sets forth in a few 

pages what are in his opinion the 

causes of and the cure for the current 
business decline. 

There is danger, he says, of a cumu- 
lative downward momentum’ which 
would result in another major depres- 
sion. Causes of the present condition 
he gives as: 
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1. Partial satisfaction of deferred re- 
placement demand, hanging over from 
the last depression. 

2..A mild encroachment of wages and 
social security taxes upon profits. 

3. A 6 per cent. deflation in the bank 
deposit currency of the country, due to 
the banks selling bonds faster than they 
made new loans. 

4. A change among middlemen from 
an enlarged to a reduced inventory 
policy, due to the crushing of inflation- 
ary psychology. 

And to cure the situation, he says: 

1. The recent 6 per cent. deflation of 
the bank credit currency should be “un- 
done” at once. 

2. The President should also show his 
talent for economic statesmanship and 
bravely adopt a new and strong pro- 
profit policy, despite the jeers which 
he will receive from his opponents, and 
the opposition he will encounter from 
certain of his anti-profit officials in 
Washington. 


APPRAISAL PRACTICE AND PROCEDURE. 
Washington, D. C.: Association of 
Appraisal Executives. 


THIs authoritative publication is for 
the benefit and guidance of all those 
who are interested in or make use of 
appraisal service. It contains a concise 
statement of fundamental principles in 
reference to appraising, which should 
serve as a good reference guide to 
bankers. 


MoneY AND BANKING 1936-37. League 
of Nations. New York: Columbia 
University Press. II vols. 

THis excellent and unbiased compila- 

tion of important data gives the in- 

telligent reader a sound basis of fact 
on which to base his survey of interna- 
tional monetary affairs. The first vol- 
ume, entitled Monetary Review, con- 
tains five separate studies dealing with 
foreign exchanges in general, forward 
exchanges, stabilization funds, the sup- 
ply of gold and gold reserves, and 
money rates and bond yields. Particu- 
lar attention is given to the last two 
years, but the studies cover in less de- 

tail the period from 1929 to 1936. 
The chapter on the course of ex- 

change gives a brief account of the gen- 
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eral, almost competitive, devaluation 
and the effect upon it of the recent tri- 
partite monetary agreements. These 
agreements, besides having averted the 
risk of competitive currency deprecia- 
tion, provide at least the beginnings of 
an orderly experiment in the field of 
international stabilization of currency. 

Of even more importance is the chap- 
ter devoted to the question of gold sup- 
ply and gold reserves. Carefully 
analyzed material is presented on the 
nature of the remarkable increase in the 
supply of gold available for monetary 
purposes in the world since 1929, both 
from dehoarding and from fresh min- 
ing. Data in tabular form are given 
showing the amount of the gold hold- 
ings of each country and the relation 
of this amount to the note circulation. 

The second volume, entitled Com- 
mercial Banks, contains data indicating 
the source of government finance and 
the amount of credit expansion, which 
should prove valuable to bankers in- 
terested in international finance. De- 
tailed information is given for forty-five 
countries. 


How To HanbLe Grievances. By Glenn 
Gardiner. New York: Elliott Serv- 


ice Company. 60 cents. 


GLENN GARDINER, at one time himself 
a foreman and personnel director, has 
written this little book as a reference 
primer for all those who have direct 
daily contact with employes and upon 
whom management must chiefly depend 
to prevent small grievances and mis- 
understandings from growing into seri- 
ous complaints. Satisfied employes, he 
argues, have always been desirable, but 
now that the Wagner National Labor 
Relations Act has been validated the 
problem has become even more im- 
portant. 

One important point the author 
brings out is that a grievance may exist 
although no complaint is made. It is 
the duty of those in charge to uncover 


these unspoken grievances and settle 
them. 

The material in the book is presented 
in brief chapters, each with an example 
problem and space for personal notes. 


FUNCTIONS OF THE PERSONNEL DIREC- 
Tor. New York: Metropolitan Life 
Insurance Company. 

Tuts booklet gives the findings of the 

Metropolitan’s survey of the personnel 

departments of forty business organiza- 

tions. These findings are intended for 
executives and others responsible for 
industrial relations policies and _pro- 
grams. The facts found in the survey 


of each of the forty individual busi- 
nesses have been combined, edited, and 
rearranged to produce the outline and 
working basis for a more or less ideal 
pattern on which to build or remodel 
a personnel program. 


A ConTRoLLeD Crepit Poticy. By 
Clyde William Phelps. Chicago: 


Household Finance Corporation. 


Ace ANALYSIS OF CHARGE ACCOUNTS. 
By Clyde William Phelps. Chicago: 
Household Finance Corporation. 

THESE two booklets try to show the re- 

tail merchant how to avoid loss from 

the non-payment of charge bills. The 
first of them shows the merchant how 
to pick his charge customers, explain 
his terms, follow-up slow accounts 
promptly, and show delinquents how 
they can pay. The writer puts stress 
on the necessity for a regular and un- 
varying credit collection program. 

Sample forms and bills of many promi- 

nent stores are reproduced. 

Age Analysis deals only with one 
phase of the credit policy but deals 
with that phase in detail. By tabulat- 
ing charge accounts according to the 
length of time they have been overdue, 
the author shows how a merchant can 
discover that allowing accounts to be- 
come slow is a source of loss to both 
business and customers. 
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IN THE MONTW’S NEWS 


Convention Dates 


GENERAL 
February 13-14—Financial Advertisers 


Association. Extension Committee. 


New York, N. Y. 


February 15-17—Nineteenth Annual 
Mid-Winter Trust Conference, Ameri- 
can Bankers Association. Waldorf- 


Astoria Hotel, New York. 


February 18-19—Financial Advertisers 
Association. Mid-Year Meeting, Offi- 
cers, Directors and Senior Advisory 
Council. Waldorf-Astoria Hotel, 
New York. 


March 3:4—American Bankers Associa- 
tion. Spring Savings Conference. 
Roosevelt Hotel, New York, N. Y. 

March 28-30—Association of Reserve 


City Bankers. Belleview-Biltmore 
Hotel, Belleair, Fla. 


April 11-13—American Bankers Asso- 
ciation. Executive Council Meeting. 


Edgewater Gulf Hotel, Biloxi, Miss. 


May 4-6—National Association of 
Mutual Savings Banks, Waldorf-As- 
toria Hotel, New York, N. Y. 


May 12-14—National Safe Deposit Ad- 
visory Council, Bellevue Stratford 
Hotel, Philadelphia. 

June 6-10—American Institute of Bank- 
ing. Louisville, Ky. 

November 14-17—American Bankers 
Association. Rice Hotel, Houston, 
Texas. 


STATE AND SECTIONAL 


February 5—Virginia Bankers Associa- 


tion. Group 1. Virginia Beach. 
February 9—New York State Safe De- 


posit Association. Annual Dinner 
Party. Hotel New Yorker, New York, 
ae a 

February 10—Connecticut Bankers As- 
sociation. | Mid-Winter Meeting. 


Hotel Bond, Hartford. 
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February 10-11—American Bankers As- 
sociation. Regional Conference. Des 
Moines, Iowa. 

February 11-12—Pennsylvania Bankers 
Association. Group Three. Americus 
Hotel, Allentown. 

February 12—Ohio Bankers Associa- 
tion. Mid-Winter Meeting. Neil 
House. Columbus. 

February 12—Morris Plan Banks, Cen- 
tral States Association. Cincinnati 
Club, Cincinnati, Ohio. 

February 12—Pennsylvania Bankers 
Association. Group Two. Bellevue- 


Stratford Hotel, Philadelphia. 

February 26—New York Chapter, 
American Institute of Banking. An- 
nual Banquet. Hotel Waldorf-As- 
toria. 

March 12—Ninth Federal Reserve Dis- 
trict Member Banks Conference, Fed- 
eral Reserve Bank of Minneapolis, 
Minneapolis. 

March 17-18—American Bankers Asso- 
ciation. Regional Conference. In- 
dianapolis, Ind. 

March 24-25—American Bankers Asso- 
ciation. Regional Conference. Okla- 
homa City, Okla. 

May 5-6—Oklahoma Bankers Associa- 
tion. Tulsa. 

May 9-11—Missouri Bankers Associa- 
tion. Place not yet decided. 

May 12-13—Kansas Bankers Associa- 
tion. Hutchinson. 


May 17-19—Texas Bankers Association. 
Fort Worth. 


May 18—New Jersey Savings Banks 
Association. Montclair Golf Club, 
Montclair. 


May 18-20—Pennsylvania Bankers As- 
sociation. Bellevue Stratford Hotel. 


Philadelphia. 


May 23-24—Illinois Bankers Associa- 
tion. Abraham Lincoln Hotel, Spring- 
field. 
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May 25-27—Arkansas Bankers As- 
sociation. Arlington Hotel, Hot 
Springs. 

May 25-27—California Bankers Asso- 
ciation. Hotel Del Monte, San Fran- 
cisco. 

May 25-26—Indiana Bankers Associa- 
tion. French Lick Springs Hotel, 
French Lick. 

May 28-June 2—Maryland Bankers As- 
sociation. Bermuda Cruise on S. S. 
Reliance. 

May 30—Arkansas Bankers Association. 
Junior Bankers Section. Educational 
Conference. Little Rock. 

June 1—Oregon Bankers Association. 
Corvallis. 

June 2-3—South Dakota Bankers Asso- 
ciation. Huron. 

June 3-4—Joint Meeting New Mexico 
and Arizona Bankers Associations. 
El Rancho Hotel, Gallup, New Mex- 
ico. 

June 6-8—Iowa Bankers Association. 
Fort Des Moines Hotel, Des Moines. 

June 8-9—Wisconsin Bankers Associa- 
tion. Hotel Pfister, Milwaukee. 

June 9-11—District of Columbia Bank- 
ers Association. The Homestead, 
Hot Springs, Va. 

June 16-18—Virginia Bankers Associa- 
tion. The Homestead, Hot Springs, 
Va. 

June 17-18—Colorado Bankers Associa- 
tion. Broadmoor Hotel, Colorado 
Springs. 

June 19-26—North Carolina Bankers 
Association. Nassau and Havana 
Cruise on S. S. Reliance. 

June 23-25—West Virginia Bankers 
Association. Greenbrier Hotel, White 
Sulphur Springs, West Va. 

July 11-15—North Carolina Bankers 
Conference, University of North Caro- 
lina, Chapel Hill, N. C. 

July 22-24—Michigan Bankers Associa- 
tion. Grand Rapids. 


DATES NOT YET DECIDED 


Financial Advertisers Association. Fort 
Worth, Texas. 

Florida Bankers Association. 
wood. Probably in spring. 

Tennessee Bankers Association. Hermi- 
tage Hotel, Knoxville. Probably in 


Holly- 


Anniversaries 


G October 22, 1938, will mark the 75th 
anniversary of the First National Bank 
of Louisville, Ky. This bank, “the old- 
est national bank in the South,” received 
Charter 109 in the national banking 
system in 1863. The bank’s advertis- 
ing contrast Civil War times with those 
of today with war in Spain and China. 
The last statement of the bank showed 
deposits of $35,149,974, capital of 
$1,000,000 and surplus and undivided 
profits of $2,538,086. 


Associations 


q The members of Group 4 of the Idaho 
Bankers Association believe in mixing 
pleasure with their business. For their 
coming meeting at the famous Sun Val- 
ley resort they have planned a program 
of skiing, tobogganing, skating, and 
swimming in the hot water pool to sup- 
plement the usual interesting discus- 
sions. Members of other groups of the 
association have been invited to partici- 
pate. 


@ Headquarters of the Morris Plan 
Bankers Association, maintained in 
Richmond, Va., since 1935, was moved 
on January 15 to Washington, D. C., 
with Joseph E. Birnie, executive secre- 
tary and treasurer, in charge. 

The association’s new Washington 
headquarters are located in the Wash- 
ington Building, 15th and G streets, 
N. W. 


Bank Buildings 


q A new $50,000 home for the Philips 
National Bank of Helena, Arkansas, is 
now under construction and will be 
ready for occupancy in April if plans 
go forward on schedule. 

The bank ended last year with de- 
posits slightly under $2,000,000. In 
1937 it added $10,000 to its bond ac- 
count reserve, paid a semi-annual divi- 
dend of 5 per cent. in December, and 
gave Christmas bonuses to its employes. 


q The Harvard Trust Company of Cam- 
bridge, Mass., through good times and 
bad, has pursued a consistent policy of 
personalized service to its customers 
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The new trust committee room of the Harvard Trust Company, Cambridge, Mass. 


and its community, and the response 
has been such as to require a constant 
enlargement of the bank’s physical 
equipment. 

The latest move in this direction is 
the enlargement of the facilities of the 
Harvard square bank building, and a 
public inspection of the changes was 
held last month. From plans by Archi- 
tects J. W. Beal & Son, and following 
out ideas developed by President Earle 
and the other officers of the bank, the 
entire main floor of the bank has been 
so treated as to give the impression that 
the floor space has been doubled. Cage- 
less counters have replaced the old 
cages and the entire space has been re- 
decorated, equipped with specially de- 
signed lighting fixtures and with every 
facility for the convenience of cus- 
tomers. 

The second floor, which is entirely 
new, is for the rapidly growing trust 
department. Arranged and decorated 
more in the manner of a spacious pri- 
vate library, it gives access to attractive 
consultation rooms, and, at front, opens 
into a spacious and most attractive di- 
rectors’ room which is finished in 


natural wood. Special quarters have 
also been provided for the real estate 
department of the bank. 

The third floor provides ample space 
for locker rooms and for added work- 
ing space. Three stairways and ample 
elevator accommodations serve to com- 
plete a building, wholly devoted to the 
growing business of the bank, affording 
not only modern factilities but an air 
of dignity and charm. 


Mergers 


G Under merger plans approved by the 
Federal Government, three South Da- 
kota banks, the Citizens. National Bank 
and Trust Company at Sioux Falls, the 
First National Bank in Huron, and the 
First National Bank in Vermillion have 
united under the title of the National 
Bank of South Dakota with a paid-in 
capital and surplus of $350,000 and un- 
divided profits of more than $100,000. 
W. E. Stevens, former president of the 
Citizens National Bank, will head the 
new institution. Each of the merging 
banks will act as a branch office. 
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View of the trust offices, Harvard Trust Company, Cambridge, Mass. 


Bank Earnings 


q A decrease in net earnings from $17,- 
264,566 or $2.24 a share in 1936 to 
$15,016,494 or $2.03 a share in 1937 
was reported for The Chase National 
Bank of New York by Chairman Win- 
throp W. Aldrich at the January stock- 
holders’ meeting. Operating earnings 
were higher and security earnings lower 
than in 1936. 

German obligations held by the bank 
were $8,557,220 at the end of 1937 as 
compared with $14,902,455 at the close 
of 1936, Mr. Aldrich reported. 

A prompt modification of Government 
policy regarding the capital market 
would be the most vital contribution 
that could be made to business at the 
present time, in Mr. Aldrich’s opinion. 
Government policies have impaired the 
capital market by bringing about a de- 
pletion and misuse of savings. Detri- 
mental Government policies, Mr. Ald- 
rich said, have been low interest rates 
which discouraged saving, absence of 
taxation for debt retirement, high in- 
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heritance taxes, the capital gains tax, 
and the undistributed profits tax. 


g An increase in earnings of $1.00 per 
share from $6.50 a share in 1936 to 
approximately $7.50 a share in 1937 
was announced by George W. Davison, 
chairman of the Central Hanover Bank 
and Trust Company, New York, at the 
annual stockholders’ meeting. The 
earnings, he told stockholders, included 
virtually no recoveries. The statement 
of earnings and the addition to the un- 
divided profits was satisfactory and 
noteworthy, he further commented. 

Of the bank’s holdings, Mr. Davison 
reported, few were foreign loans. but 
among these were some German loans 
which were in every case secured by 
cash or United States Government ob- 
ligations. 


G James H. Perkins, chairman of the 
board of directors of National City 
Bank in New York, at the recent stock- 
holders’ meeting reported the combined 
net earnings of the bank and the af- 
filiated City Bank Farmers Trust Com- 
pany as $11,431,129 for 1937. The 
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bank earned $9,405,126 after reserves 
and the trust company $2,026,004, re- 
coveries not included. Of the $6,200,- 
000 which went for dividends the bank 
provided $5,704,000 and the trust 
company $496,000. Undivided profits 
were $14,314,079 for the bank and 
$4,120,759 for the trust company. 

The growth of loans during the first 
half of 1937,.said Mr. Perkins, was re- 
versed in the second half and the bank’s 
earnings from this source averaged 
about the same as in 1936. 

Discussing the business situation as 
a whole Mr. Perkins stated that the es- 
sential need was for codperation be- 
tween management and labor. 


q Net operating earnings of the Manu- 
facturers Trust Company of New York 
were $7,366,302 equal to $4.46 a share 
on common stock in 1937 as compared 
to $8,111,569 or $4.92 a share in 1936 
as reported by President Harvey D. 
Gibson at the January stockholders’ 
meeting. 

Net earnings from all sources includ- 
ing $19,290 in security profits amounted 
to $7,467,951. Recoveries of $1,391.,- 
021 on items previously charged off 
brought the total to $8,858,973 or 
$5.37 a share. Of this total $3,299,730 
was paid in dividends on common stock, 
$740,191 was used to write down bank 
buildings and safe deposit vaults, $752.- 
497 was credited to reserve account, 
and the remaining $4,066,572 was 
credited to undivided profits. 

The reduction in the net earnings, 
Mr. Gibson said, was caused by higher 
taxes, greater cost of unemployment in- 
surance, and the change in reserve re- 
quirements ordered by the Federal 
Reserve Board, which had increased the 
bank’s unproductive funds to the extent 
of $60,000,000. 

There is no unsurmountable economic 
reason for a serious business depres- 
sion at this time, Mr. Gibson said in 
commenting on the general business 
situation. The conditions which brought 
about the crash of 1929 are not now 
present. 


q A drop in earnings from $1,100,888 
in 1936 to $611,215 in 1937 due to the 
receipt in 1936 of certain non-recurring 
commissions upon individual personal 
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Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
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Free Demonstration Lesson 
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trusts, continued low interest rates, and 
a lack of demand for bank credit, was 
announced by President George V. Mc- 
Laughlin at the annual meeting of the 
Brooklyn Trust Company on January 
10. Mr. McLaughlin reported: 


“Dividends amounting to $328,000 
were paid to stockholders during the 
year, $100,000 was added to surplus, 
$25,371 was added to undivided profits, 
and the remainder of earnings was 
either used for write-offs or carried into 
reserve accounts. 

“The earnings figure which I have 
stated does not include profits on sales 
of securities, which were credited di- 
rectly to reserve for depreciation of se- 
curities. Recoveries on  charged-off 
loans, which amounted to a total of 
$86,000 during the year, likewise were 
not included in earnings, but were car- 
ried directly to reserve accounts. 

“The company paid approximately 
$29,000 in social security taxes during 
1937. In 1938, it will pay a minimum 
of $44,000 and a maximum of $58,000, 
depending on whether certain legisla- 
tive changes are made. The cost to the 
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company for group life insurance for 
employes was approximately $11,300 
for the year. Our Federal Deposit In- 
surance assessment was approximately 
$95,000. 

“We believe our reserves are: suffi- 
cient to take care of contingencies. Our 
largest single security position, as is 
the case among banks generally at pres- 
ent, is in United States Government se- 
curities. Over 93 per cent. of our Gov- 
ernment security position consists of 
obligations maturing within five years. 

“The company has no foreign credits 
or commitments except a Hungarian 
loan of approximately $73,000, which 
is completely covered by a reserve.” 


q In his report to the stockholders of 
the National Bank of Detroit held 
January 11, President Walter S. Mc- 
Lucas gave the following discussion of 
the bank’s 1937 earnings: 

Earnings available for common stock, 
that is, all earnings after operating ex- 
penses, reserves, Federal income taxes, 
and preferred stock dividends, amounted 
to $2,591,560.70, equal to $3.46 per 
share on the 750,000 shares of common 
stock now outstanding, as compared 
with $3.29 per share for 1936, adjusted 
to the present capitalization. 

Gross income for the year was $7,- 
765,960.39, not taking into account a 
net loss of $1,574.13 from the sale of 
United States Government securities 
which was charged directly to reserves 
previously set aside for the purpose. 

Operating income for the year was 
$7,765,960.39. It was disposed of as 


follows: 


Amortization of premiums on 
securities 

Interest paid 

Federal deposit insurance pre- 
miums 

Salaries and wages .......... 2,064,294.23 

Rent, taxes, and other expenses 1,464,308.36 


$ 86,679.13 
658,437.11 


305,398.58 
195,282.28 


100,000.00 
300,000.00 


Special compensation plan .... 

Reserve for losses 

Preferred stock dividends ... 

Transferred to undivided 
EE 2 07s Seamer ense <a 2,591,560.70 


ORME © asin cis 5.d claic-n's coc 3 GRD 


From earned surplus carried over 
from undivided profits in 1936 and 
prior years transfers were made for pur- 
poses as shown: 
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$2,500,000 was transferred to com- 
mon capital account in connection with 
the common stock dividend of 50 per 
cent. on the 500,000 shares of common 
stock paid August 2, 1937, to stockhold- 
ers of record July 15, 1937. Upon the 
payment of this stock dividend, the 
bank’s common capital account became 
$7,500,000 represented by 750,000 


shares of common stock. 


From earned undivided profits real- 
ized in 1937, together with the balance 
carried forward from 1936, the follow- 
ing transfers were made for purposes 
as shown: 

$2,500,000 was transferred to surplus, 
replacing in that account an equivalent 
amount transferred to common capital 
during the year. This left the bank’s 
surplus at $7,500,000. 

$625,000 was transferred to reserve 
for common stock dividend account. 
This provided for the dividend on the 
common stock—$0.50 per share paid 
August 2, 1937, on the 500,000 shares 
then outstanding and $0.50 per share 
to be paid February 1, 1938, to stock- 
holders of record January 20, 1938, on 
the 750,000 shares now outstanding. 


$25,000 was transferred to reserve for 
preferred stock dividend account. This 
transfer was made for the purpose of 
setting aside that part of preferred 
stock dividend declared December 14, 
1937, for payment February 1, 1938, 
which is applicable to and will be ac- 
crued in January, 1938. At the end of 
January, 1938, this amount will be re- 
stored to undivided profits account. 


q At the annual meeting of the stock- 
holders of the Peoples National Bank 
of Brooklyn, New York, the present 
officers were reélected, and David F. 
Soden was elected to the board of di- 
rectors. Mr. Soden is deputy tax ap- 
praiser of the State of New York and 
is well known for his philanthropy. 
The board of directors at the meeting 
declared a cash dividend of 75 cents 
per share on common stock and a stock 
dividend on the common stock of 614 
per cent. This was in addition to the 
regular dividend on preferred stock. 
The stock dividend in common stock 
represents the retirement out of earn- 
ings of $20,000 in preferred stock as 
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of February 1, which is in addition to 
a like amount retired in August, 1937. 


qJ. H. Bacheller, president of Fidelity 
Union Trust Company, Newark, New 
Jersey, in his annual report to stock- 
holders, January 11, reported “The net 
earnings for the year 1937 exclusive of 
profits from the sale of securities 
amounted to $1,771,951.70. In addi- 
tion to the operating profit, there was 
a net profit from the sale of securities 
amounting to $539,351.” After the 
payment of dividends of $737,671.57, 
and the increase of surplus from $4,- 
500,000 to $6,000,000 and setting aside 
additional reserves, the balance of un- 
divided profits at the close of the year 
was $1,804,033.87. 

Mr. Bacheller further reported: “The 
amount of preferred stock was reduced 
from $5,000,000 to $3,500,000.” With 
this reduction of $1,500,000 the total 
of preferred stock retired by the com- 
pany is $3,500,000 or 50 per cent. of 
the original amount of $7,000,000 is- 
sued in 1934. Common stock remained 
the same at $4,000,000. 

Mr. Bacheller also stated: “Loans 
and discounts show an increase of $11,- 
411,515.78, and deposits on December 
31, 1937, amounted to $143,393,689.03. 
The company now has 2108 stockhold- 
ers.” 

The published statement of the com- 
pany showed the total of loans and dis- 
counts as $52,569,270.92, and that the 
bank held $37,440,725 in United States 
Government obligations; cash on hand 
and due from banks totaled $33,187,293 
and total assets were $160,503,954. 


qS. Sloan Colt, president of Bankers 
Trust Company, New York, reported to 
stockholders at their recent annual 
meeting an increase in ‘the bank’s un- 
divided profits for the year of $2,994.,- 
601 to a total of $26,932,372 as of De- 
cember 31, 1937, increasing total capi- 
tal funds to $101,932,372. This 
compares with undivided profits of 
$23,937,771 and total capital funds of 
$98,937,771 at the end of the previous 
year. 

Net operating earnings for the year 
were $7,369,114 compared with $7,326,- 
847 for the preceding year. In addi- 
tion to these earnings, there was 
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credited to undivided profits $1,228,- 
013, representing net recoveries from 
reserves and miscellaneous credits. 
Dividends totaling $5,000,000 were de- 
clared and further net charges of $602,- 
525 against undivided profits were used 
to write down securities and other 
assets. The bank’s contingency fund, 
shown at $5,500,000, reflects a reduc- 
tion of $2,700,000 during 1937, which 


was credited to reserve accounts. 


q J. H. Bacheller, president of Fidelity 
Union Trust Company, Newark, N. J., 
announced last month that the board 
of directors voted to retire $250,000 in 
preferred stock. This is the fifth par- 
tial retirement since the original amount 
of $7,000,000 was issued in 1934, and 
reduces the preferred stock outstanding 
to $3,250,000. The directors also de- 
clared the semi-annual dividend of 75 
cents a share on the common stock, pay- 
able February 1, to stockholders of 
record at the close of business on Janu- 
ary 21. 


Equipment 


q The latest in automatic lighting sys- 
tems has been installed in the Miners 
National Bank in Pottsville, Pa. Twenty 
batteries of lights imbedded in the ceil- 
ing are so arranged that the amount 
of light in the main banking room of 
the building is kept constant in spite 
of changes outdoors. If the day is 
cloudy or if it is late in the day the 
automatic equipment turns on the lights 
to the proper degree. The new lights 
cost more to operate than the old, but 
the illumination they give is brighter 
and more evenly distributed. 


Education 


q Plans to create a Graduate School of 
Banking at the University of Washing- 
ton at Seattle to supplement the existing 
school at Rutgers seem to be gaining 
headway. The University of Washing- 
ton requires no endowment. such as was 
given by the American Bankers Associa- 
tion to Rutgers, and has generously 
officered to make no charge to the pro- 
posed school for the use of its halls 
and classrooms. Therefore, it is esti- 
mated that the cost to attending students 
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may well be only one-half that of the 
eastern school. 


There seems to be some feeling 
among western bankers that there is a 
definite place on the Pacific Coast for 
a school having the same qualifications 
as the one at Rutgers. 

J. F. Ebersole, professor of finance 
in the Graduate School of Business Ad- 
ministration at Harvard University, will 
head the faculty. Mr. Ebersole has 
served as assistant Federal Reserve 
agent in the Federal Reserve Bank of 
Minneapolis and economic advisor to 
the United States Treasury. 


That’s a good idea 


q The hostess idea which a few years 
ago swept the air transport field now 
seems to be getting a foothold in the 
banks—at least in the Amoskeag Sav- 
ings Bank in Manchester, N. H. The 
job of Mrs. Doris Stebbins is to sit at 
a desk decorated with flowers in the 
lobby, smile at strangers, and answer 
queries. Several years’ banking ex- 
perience in Boston has given to Mrs. 
Stebbins a helpful background for the 
work. Customers tell her just what they 
want and she tells them how to go about 
getting it. 


Interest Rates 


q Two Freehold, New Jersey, banks— 
the First National Bank and the Central 
National Bank—have announced a cut 
in their interest rates from 2 per cent. 
to 1144 per cent. The low prevailing 
money rates on U. S. Government and 
other high-grade securities is the reason 
given by the banks for the interest rate 
reduction. 

Freehold’s third bank, the Freehold 
Trust Company, will continue to pay 
the 2 per cent. rate. 


Legislation 


q Bruce Barton, well known author and 
advertising man who made a campaign 
pledge to move the repeal of one law 
a week, in January introduced a bill 
to repeal Titles One and Two of the 
Banking Act of 1933, which gave the 
President through the Secretary of the 
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Treasury and the Comptroller broad 
powers over the banks. 

Congressman Barton said: “The time 
has come now for Congress to state defi- 
nitely that the emergency of 1933 is 
over and to begin to take back its own 
constitutional powers.” 

Under the law as it now stands, Mr. 
Barton said, the President could close 
any bank. Congress should now de- 
clare the emergency over by repealing 
these measures. 


q Carl K. Withers, state banking com- 
missioner of New Jersey, has asked the 
legislature of that state to revise its 
banking laws which he calls “anti- 
quated, obsolete, and cumbersome.” 
New Jersey, he pointed out, has sepa- 
rate sets of laws for state banks, trust 
companies, and savings banks and all 
three are at variance with the Banking 
Act of 1935 which regulates national 
banks and state banks belonging to the 
Federal Reserve System. 

“The purpose,” he said, “of the pro- 
posed enactment would be to eliminate 
those laws which are no longer appli- 
cable, to consolidate and make uniform 
the laws applying to state banks and 
trust companies and to strengthen the 
laws in conformity with sound, present- 
day practices.” : 

Commissioner Withers further recom- 
mended required amortization of all 
mortgage investments, recognition of 
banking as a public responsibility, pro- 
vision of segregation of investments of 
time and demand deposits, and encour- 
agement of sound mergers in over- 
banked communities. 

A similar bill proposed by Commis- 
sioner Withers last year was defeated 
although approved by both the Bankers 
Advisory Board and the New Jersey 
Bankers Association. 


Personal 
@The Tarrytown (N. Y.) National 


Bank and Trust Company announced 
recently the election of Jerome Bradley 
of Dobbs Ferry as president to succeed 
Robert A. Patteson, president for forty- 
three years, who has resigned and been 
made chairman of the board. 

Mr. Bradley, son of the founder of 
the bank, is president of the First Na- 
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tional Bank of Hastings, vice-president 
of the Greenburgh Savings Bank of 
Dobbs Ferry, president of the Bronx 
Refrigeration Company, and member of 
the Bronx advisory board of the Manu- 
facturers Trust Company of New York. 


q J. Phillip Coleman, a native of Vir- 
ginia and assistant treasurer of the 
Bankers Trust Company of New York, 
was recently made assistant vice-presi- 
dent of the First and Merchants Na- 
tional Bank of Richmond, Va. The 
board of the First and Merchants also 
announced the appointment as execu- 
tive vice-president of H. H. Harris. 


q The Union Trust Company of Roches- 
ter, New York, announced the promo- 
tion of Robert K. Faulkner from assist- 
ant vice-president to vice-president. 


q Irving C. Dobrow was elected assist- 
ant vice-president of the Pennsylvania 
Exchange Bank of New York and 
George P., Vassil was named auditor at 
the annual meeting. 


q The Eastchester 


Savings Bank of 


Mt. Vernon, New York, has announced 
the appointment of George H. Luth as 


assistant secretary, and of Ralph God- 
dard as assistant treasurer. 


G William S. Irish, veteran banker, re- 
tired December 31 from his position as 
vice-president in charge of the Brooklyn 
branches of the Bank of the Manhattan 
Company of New York. He will, how- 
ever, retain his position as chairman of 
the bank’s Brooklyn advisory commit- 
tee. Vice-president Ansel P. Verity 
will take over the duties of the post 
vacated by Mr. Irish. 


q Howard A. Wolf, a partner of Wolf 
Brothers, manufacturers of paper prod- 
ucts, and also a partner in the firm of 
National Metal Edge Box Company, 
was recently elected a director of the 
Tradesmens National Bank and Trust 
Company of Philadelphia. 


q The board of directors of The Chase 
National Bank, New York, last month 
elected Charles Cain, Jr., Marcus E. 
Conrad and Sheldon R. Green vice- 
presidents; also Edward Bartsch, Frank 
E. Bremner, John J. Scully and Edwin 
R. Williams second vice-presidents. 


THE BANKERS MAGAZINE for February, 1938 


Oscar Armbruster and Elmer I. Phillips, 
Jr., were appointed assistant cashiers, 
J. Frank Honold and William E. Hor- 
ton assistant trust officers; John W. de 
Milhau assistant manager of the bond 
department, and Stewart K. Materne 
assistant manager Rockefeller Center 
branches. Francis E. Andrews and Al- 
bert J. C. Williams were appointed 
manager and assistant manager respec- 
tively of the London branches. 


q The Second National Bank of Hous- 
ton, Tex., paid its employes a Christ- 
mas bonus equal to one month’s salary 
and is now putting into operation a 
savings and retirement program. The 
retirement fund provided is based upon 
the income of the employe and his years 
of service, but is roughly equal to one- 
half his salary at the time of his retire- 
ment. The retirement age is 60 for 
women and 65 for men. If the employe 
leaves the bank he receives the amount 
he has paid into the fund and also com- 
pound interest if he has been contribut- 
ing for three years or more. The bank 
also provides a group insurance and a 
hospitalization plan. 


q Demanding a closed shop, sole recog- 
nition as bargaining agent, and an in- 
creased wage scale the Bank Employes 
Union Local 21-030, A. F. of L., is now 
putting on a drive to unionize the banks 
of San Francisco. The union claims 
already to have a majority of the em- 
ployes of the American Trust Company 
and the Anglo California National Bank 
and a large minority in several other 
San Francisco banks. 

The union claims that: “In return for 
our services and in consideration of the 
high standards of character, responsi- 
bility and training which banks demand 
of us, and which we intend to main- 
tain, we believe we are entitled to the 
following salaries and conditions of em- 
ployment: 

“Junior clerk: $100.00 a month to 
begin, $10.00 a year increase to 
$120.00. 

“Transit, clearing and batch clerk: 
$130.00 a month to begin, $10.00 a 
year increase to $150.00. 

“Commercial bookkeeper: $160.00 a 
month to begin, $10.00 a year increase 


to $180.00. 
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“Assistant teller: $180.00 a month to 
begin, $10.00 a year increase to 
$200.00. 

“Teller: $200.00 a month to begin, 
$10.00 a year increase to $250.00 a 
month. 

“Head teller: $300.00 a month. 

“Stenographer and telephone op- 
erator: $130.00 a month to begin, 
$10.00 a year increase to $150.00 a 
month. 

“Twenty per cent. increase from 
present salaries for those not included 
in the above classifications. 

“All employes performing several 
duties to be classified according to the 
highest classification. 

“Present benefits, such as two weeks’ 
sick leave for every year of service and 
two weeks’ yearly vacation with pay, 
shall be maintained. 

“Women performing the same duties 
as men shall receive equal remunera- 
tion. 

“Thirty-five-hour week with time off 
for overtime.” 

Opinion seems to be that while the 
union may compromise on_ several 
points it will insist on the $100.00 
minimum wage and equal pay for men 
and women. The union, it is reported, 
is skillfully directed by former bank 
employes, but faces the difficulty of try- 
ing to unionize in many San Francisco 
banks where wages and conditions are 
equal to if not better than those de- 
manded. Los Angeles, Seattle, and 
Oakland are the next objectives in the 
union drive if the San Francisco situa- 
tion goes its way. If not, the death 
of the union movement is inevitable, it 
is said. 


Savings 


gq New York World’s Fair 1939 Sav- 
ings Clubs for the purpose of helping 
depositors save money with which to 
attend the coming Fair are gaining in 
popularity throughout the country, ac- 
cording to a statement issued in Janu- 
ary by Grover Whalen. 

He says: “The plan was presented to 
banks throughout the country and the 
latest report is that institutions in 29 
states are now operating these clubs.” 
Some of the banks are running the new 
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club in connection with Christmas 
clubs and Vacation clubs. 

Banks wishing to operate a World’s 
Fair club can get full details and plans 
from the World’s Fair Corporation. 


Small Loans 


q Psychology has its place in banking, 
according to President Fred L. O’Hair 
of the Central National Bank in Green- 
castle, Ind. The bank’s regular rate of 
interest on most classes of loans is 8 
per cent., but those who meet their ob- 
ligations promptly are given a 6 per 
cent. rate. Mr. O’Hair also contends 
that banks dealing with small loans 
should make an attempt to please their 
customers and show them that the bank 
wants their good-will. His bank, for 
example, issues small identification 
cards to its borrowers which also pro- 
vide space for recording payments 
made. 


Bank Supervision 
q Dr. Luther A. Harr, recently retired 


secretary of banking of Pennsylvania, 
urged security in tenure of office for 
state banking examiners in his last re- 
port to Governor Earle. Consideration 
should be given, he said, to the adop- 
tion of the merit system for state bank 
examiners. 

Dr. Harr frowns on the formation of 
holding companies to take over the 
control of banks and advocates in the 
report the merger and consolidation of 
banks to eliminate the weak. 


@ Grover S. Jernigan, Arkansas state 
banking commissioner, has set up four 
new requirements with which the 176 
state banks of his state must comply 
before paying dividends on either com- 
mon stock or preferred stock after 
January 1, 1938. 

They are: 

1. Charging off all items listed as 
losses on the last previous examination 
by the Banking Department examiners. 

2. Provide for reserves in an amount 
equal to all items listed as doubtful on 
the report of the last examination. 

3. Carrying to the certified surplus 
fund at least 10 per cent. of net profits 
until the fund shall reach at least 20 
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per cent. of both preferred and common 
stock outstanding, this being required 
by present law. 

4. Establishing and conserving sur- 
plus and reserves in amounts sufficient 
for ample protection against slow and 
criticized assets as shown by the last 
examiner’s report. 


Savings Departments 


@ Banks that seek to secure new sav- 
ings accounts by offering “gifts” and 
similar inducements must count the 
value of the premium in figuring the 
maximum interest allowed on the ac- 
count in question. Regulation Q of the 
Federal Reserve Board, setting maxi- 
mum interest for member banks at 214 
per cent., has been interpreted as con- 
sidering the tendering of “gifts” as in- 
terest allowed. This would seem to 
mean that the value of the premium 
given, plus the actual cash interest paid 
on any given account must not exceed 
21% per cent. 


q Writing in “The Savings Banker,” 
Parker O. Bullard, assistant treasurer 
of the Home Savings Bank, Boston, 
Mass., presents the following schedule 
showing how long old records are kept 


in his bank: 


Form 
Bank Statements 
Checks—Depository Bank .... 

P. BD. ©. 

Expense 
Check Register 
Check Register—Expense 
Expense Vouchers 8 years 
Deposit Tickets 8 years 
Deposit Slips by mail (file gen. corr.) 
Draft Tickets Permanent 
Index Cards Permanent 
Ledger Cards Permanent 
Paid Orders Permanent 
Signature Cards Permanent 
Deposit Sheets—Depository Bank (cks) 

10 years 

Deposit Sheets—Depository Bank (cpns) 

10 years 

6 years 
Permanent 


Length of Time 
6 years 
Permanent 
Permanent 
8 years 
Permanent 
8 years 


Bookkeeping Control Cards 
Journal Sheets 
Trial Balance Sheets 
Verification Sheets 
Collection from other banks 
*Correspondence—General 
*When space is needed, cull out unim- 
portant items. 


6 years 
6 years 
Permanent 
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Remittance Sheets 
Registered mail insurance record books 
3 years 
Brokers’ Bills 20 years 
Tellers’ Sundries 
Stenographic Note Books 
Collateral Exchanges 
Foreign Exchange 


Checks 

Check Register 

Coupons 

Ledger Cards 

Signature Cards 

Refund Receipts 

(Filed daily with Paid Orders) 

LIBERTY BONDS 

Interest Cards Permanent 

Receipts Books Permanent 


SCHOOL SAVINGS 

Collection Envelopes 

Control Cards 

Deposit Tickets 

Draft Tickets 

Ledger Cards 

Signature Cards 

Stamp Cards 


Permanent 
Permanent 


3 years 
6 years 
Permanent 
Permanent 
Permanent 


Trust Departments 


q National banks will be permitted to 
invest funds from individual trusts in 
a common trust fund provided the 
amount invested from any one trust 
does not exceed $25,000, or 10 per cent. 
of the value of the assets of the com- 
mon trust fund, according to a ruling 
made recently by the Board of Gover- 
nors of the Federal Reserve System, 
amending Regulation F. 


q The Fiduciary Trust Company, New 
York, has recently issued a booklet pre- 
senting methods of conserving wealth 
used today compared with those used 
by George Washington, one of the 
wealthiest Americans of his times. It 
was published for limited circulation 
among men and women of means. 


Investments 


q Completion and adoption of a State- 
ment of Principles and Standards of 
Investments for Commercial Banks as 
a means of improving bank operations 
is announced by the American Bankers 
Association through its Bank Manage- 
ment Commission of which Herman H. 
Griswold, president of the First Na- 
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tional Bank and Trust Company of 
Elmira, New York, is chairman. 

The statement aims to aid banks in 
the management of their investments by 
supplying them with the basic prin- 
ciples of investment management and 
by pointing out the safeguards ap- 
plicable alike to normal and abnormal 
times. It sets forth “those which,” it 
says, “are generally accepted by con- 
servative bankers as representing the 
best traditions and practices. 

“This is another step of the associa- 
tion in the broadening of its services to 
banks and to the public through im- 
proved bank operation,” Mr. Griswold 
said, in making the announcement, “and 
logically follows the promulgation a 
year ago of a Statement of Principles 
of Commercial Banking which summar- 
ized the fundamental relationships and 
responsibilities of commercial banks 
and the public.” 

Emphasizing the marked shrinkage of 
bank loans and the corresponding in- 
crease in security investments the State- 
ment of Investment Principles and 


Standards says: 
“The present high proportion of in- 
vestments may be abnormal, but invest- 


ment securities may continue to con- 
stitute an important, if not predominant, 
part of banking assets. No banking 
problem requires more careful and in- 
telligent attention than that of port- 
folio investment.” 


Stressing the fact that in the end, 
sound investment rests on good man- 
agement, it continues: “Many of the re- 
cent laws and regulations of supervisory 
authorities have been designed to 1m- 
prove the quality of bank investments. 
However, good management is the pri- 
mary factor in assuring sound invest- 
ment. No outside factors such as regu- 
lations, advisory services or security 
ratings can substitute for constant 
vigilance by management which is pri- 
marily responsible for bank operation 
and policy.” 

The statement declares that “the 
adoption of a definite investment policy 
is the first requisite of sound invest- 
ment management,” and defines “invest- 
ment policy” as “a program for the use 
of those funds of a bank which are not 
loaned to its customers.” 
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Difficulties with investment accounts, 
it states, “arise from haphazard pur- 
chases of securities on the basis of at- 
tractiveness of each issue and without 
consideration to the suitability for the 
particular institution and its existing 
investment account. Always assuming 
the primary emphasis will be given to 
quality of individual issues,” it adds, 
“proper balance of the account with re- 
gard to maturity, diversification and 
marketability is of the highest im- 
portance.” 

In discussing the “factors in invest- 
ment policy,” the Statement of Prin- 
ciples urges self analysis by banks. 
“Preliminary to the determination of an 
investment policy,” it declares, “it is es- 
sential that each institution make a 
definite analysis of its own situation, 
the type and nature of its loans, the 
type and nature of its deposits, and the 
relation of the size of its capital funds 
to all assets and to all deposits.” It 
also urges study of the bank’s type of 
business “to determine the degree of 
stability in its deposits and the require- 
ments of its customers for credit.” 

The major part of the statement is de- 
voted in considerable detail to these fac- 
tors in investment policy. They include 
the “General Character of a Bank’s 
Business”; “Capital Funds”; “General 
Economic and Monetary Factors’; “Re- 
serves’; “Investment Account”; “Invest- 
ment Supervision.” . 

Under “General Factors,” the state- 
ment says: 

“Income consistent with safety of 
principal, not profits, is the object of 
bank investment. Purchase of secu- 
rities in the expectation of trading 
profits or active trading in the bond ac- 
count is rarely profitable over the long 
term. In many cases it has led to the 
purchase of bonds unsuitable for an in- 
vestment account, and has often resulted 
in serious loss. Investment officers 
should be alert, however, to improve 
quality and maturities.” 

Summarizing its recommendations, 
the statement says: 

“1. Formulate an investment policy 
based on a thorough analysis of its 
position. 

“2. Fix responsibility for execution 
of such policy on an officer qualified 
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by experience in securities who should 
supplement his sources of information 
by competent outside advice. 

“3. Provide for liquidity through a 
secondary reserve account invested in 
short maturities of high quality, read- 
ily convertible into cash. 

“4. Provide for any additional re- 
quired income through an investment 
account of securities of high quality and 
broad marketability with longer ma- 
turities, spaced to provide regular col- 
lection of principal. 

“5. Amortize all investments and use 
profits to set up ample reserves against 
depreciation.” 


Public Relations 


@ Many ways in which banks are ex- 
tending helpful services to customers 
in their personal financial affairs were 
recently described by Philip A. Ben- 
son, second vice-president of the Amer- 
ican Bankers Association and president 
of the Dime Savings Bank of Brooklyn, 
N. Y. In a recent address before Dela- 
ware bankers Mr. Benson took as his 
topic “The Human Side of Banking,” 
saying in part: 

“Sometimes the home owner gets into 
trouble and here, especially, is where 
the human side of banking must play 
an important part. We should not, of 
course, arbitrarily take his property 
from him, nor have we done so. Leni- 
ency, patience, encouragement I believe 
have been exercised by hundreds of 
bankers throughout the country all 
through these recent trying years. 

“For example, during 1932 and 1933 
many of the banks had to find ways and 
means of strengthening underwater 
collateral loans and in some cases this 
was accomplished by taking second 
mortgages on the homes of the borrow- 
ers. However, one bank as part of its 
public relations policy decided to dis- 
charge these mortgages when the other 
collateral for any loan increased to a 
point where it was safe to do so. This 
procedure obviously accomplished more 
in establishing friendship and goodwill 
for the bank than thousands of dollars 
of advertising. 

“Other banks during the depression 
established departments staffed with 
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competent men who were good judges 
of human nature and possessed with 
sympathy and ability to help people 
with their problems. Through these 
employes, worthy debtors were given 
encouragement and time in which to 
pay their debts to the bank. 

“In one instance that has come to my 
attention, a man about to lose two 
parcels of property because of the de- 
pression and illness in his family which 
prevented him making payments on his 
debts, regained his self-confidence be- 
cause he realized the bank had con- 
fidence in him, and was helped by the 
treatment accorded him by the bank. 
As the real estate market improved he 
gradually was able to improve his fi- 
nancial conditions and save his prop- 
erty. 

“This human treatment of a borrower 
did more than aid the bank so far as 
its loans were concerned. By an in- 
telligent analysis of character a dis- 
pairing human being was restored with- 
out cost to the bank. It is by no means 
an isolated case. Hundreds of similar 
cases of helpful and understanding 
treatment by banks of borrowers could 
be told of instances where banks have 
done much to preserve human values 
and minister to human lives.” 


q “Fourteen per cent. of our personal 
loans have been made without co- 
makers and our experience on this class 
of paper does not seem to vary from 
our record on collections with those 
loans where co-makers have been re- 
quired,” says D. Z. Albright, assistant 
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vice-president, Security-First National 
Bank of Los Angeles. 

While the above institution has been 
testing unsecured credits in its 120 
branches, the Bank of America and 
many other banks in most states have 
likewise found a high type of borrower 
frequenting loan departments, many of 
whom enjoy such a stabilized earning 
record that unsecured advances for 
reasonable amounts are rapidly becom- 
ing popular. 

Opinion is divided as to whether such 
unsecured loans should be advertised. 
Some banks have preferred to develop 
this type of advance quietly, restricting 
it with less friction to cases in which 
the general record justifies. On the 
other hand, one official states the an- 
nouncement of unsecured loans has not 
unduly embarrassed the loan managers, 
since this bank explains to each pro- 
spective borrower the requirements for 
unsecured lines are based on the length 
of present employment, sufficiency of in- 
come, property owned and the purpose 
of the loan. 
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NOT A NEW DEPRESSION 


THIS is not a new depression getting 
under way, but it is another serious de- 
cline in the recovery phase of the in- 
terminable old depression that has been 
with us since 1929. We never have 
completed the recovery from the Great 
Depression. This is the sixth serious 
set-back since the bottom was reached 
in 1932. Its cause is that business men 


have again lost confidence in the pros- 
pects for profits. Trade and industry 
prosper only when employment is gen- 
eral and payrolls are large. These 
conditions exist only when the prospects 
for profits are bright. 

The materials for the construction of 
a real prosperity are here in abundance. 
We have a great volume of money in 
our banks that is unemployed or only 
partly employed. There is an excess of 
idle workers seeking jobs. There are 
still great unfilled shortages of goods 
resulting from the depression years. 
Our railroads have huge programs of 
rehabilitation, but they are suspended 
because the recent wage increases are 
costing far more than the new freight 
advances can bring in. The utilities 
are eager to spend huge sums on needed 
improvements and expansions, but they 
doubt if they would be permitted to 
earn adequate returns to justify the in- 
creased investments. 

We need much new construction, but 
building costs are too high to justify 
most contemplated projects. Agricul- 
tural spending power, and _ industrial 
payrolls, and wholesale and retail trade, 
are all at high levels, but a buoyant 
confidence in the prespects for profits 
is lacking. The cure cannot be success- 
fully sought in monetary and credit 
stimulants, but it could be found 
through the removal of business _bar- 
riers. A restoration of railroad and 
utility purchasing power would do it. 

There is not much use in attempting 
to judge whether this downturn will 
probably be long and serious, or brief 
and moderate. The outcome depends 
on actions and policies that will be de- 
cided upon in Washington. The im- 
perative requisite for recovery is a re- 
newed flow of corporate financing for 
expanding enterprise. The degree of 
that expansion will determine how 
much unemployment we shall have, and 
that is our most important problem. 
Prospects for profits now depend on 
laws and regulations and the expecta- 
tions concerning them.—Col. Leonard 
P. Ayres, vice-president, Cleveland 
Trust Company. 
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Death of William T. Kemper, 
Kansas City financier 


THERE died at Kansas City, Mo., on 
January 19, William T. Kemper, chair- 
man of the board of the Commerce 
Trust Company of that city, and a lead- 
ing figure in the business and civic life 
of his city and state. He was seventy- 
one years of age at the time of his 
death. 

Mr. Kemper was born at Gallatin, 
Mo., and his early life was spent there 
and at St. Joseph. Later on he re- 
moved to Valley Falls, Kansas, where 
he engaged in the grocery business, and 
where eventually he became a_ bank 
cashier. In 1893 he moved to Kansas 
City, and there organized the Kemper 
Mill & Elevator Company and the Kem- 
per Investment Company. In 1902 he 
was chosen president of the Board of 
Trade, being at that time the youngest 
president ever elected. He organized 
the Commerce Trust Company, of 
which he later became president, re- 
signing in 1916, but after a few months 
returned as chairman of the board. 


Mr. Kemper did memorable work as 
receiver of the Kansas City, Mexico & 
Orient Railroad, introducing sharp 
economies and greatly increasing the 
road’s earnings. He had served for 
twelve years as a member of the Na- 
tional Democratic Committee (1924- 
1936), and at the time of his death 
was a director in several large corpora- 
tions and trustee or member of numer- 
ous charitable or other welfare organ- 
izations. He had, only last year, become 
state chairman of the Social Security 
Commission. 

In October, 1922, Mr. Kemper re- 
tired as an officer of the Commerce 
Trust Company, but on the resignation 
of President W. S. McLucas to become 
president of the National Bank of De- 
troit, he was prevailed on by the di- 
rectors to return as chairman of the 
board, remaining in this executive po- 
sition until his death. Under his ener- 
getic and careful guidance, and assisted 
by his son James M: Kemper, the Com- 
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W. T. KEMPER 


Late chairman of the board, Com- 
merce Trust Co., Kansas City, Mo. 


merce Trust Company steadily gained 
in strength and size, becoming one of 
the leading banks of the Southwest. 

Mr. Kemper had won a distinguished 
place in banking, finance and civic af- 
fairs, and had accumulated a large 
fortune. But he remained always demo- 
cratic and cordial in his relations with 
the public and the staff of his bank. 
He was above the average in physical 
proportions, as he was mentally. Those 
who knew him recognized that his heart 
was correspondingly large. 


® 
RANK HERESY! 


AND he gave it for his opinion, that 
whoever could make two ears of corn, 
or two blades of grass, to grow upon a 
spot of ground, where only one grew 
before, would deserve better of man- 
kind, and do more essential service to 
his country, than the whole race 
of politicians put together.—Gulliver’s 
Travels. 
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Annual meeting of the 
Canadian Bank of Commerce 


AspouT 85 per cent, of the Canadian 
people improved or maintained its 
economic circumstances in 1937, S. H. 
Logan, president of the Canadian Bank 
of Commerce, said last month at the 
annual meeting of shareholders of the 
bank in Toronto. Canada as a whole 
had continued to make favorable pro- 
gress, he declared. 

The Dominion’s export trade in 1937 
had a value exceeding $1,000,000,000, 
Mr. Logan said, and in volume actually 
exceeded that of 1929. 

A. E. Arscott, general manager, esti- 
mated that the Dominion’s business 
volume was 10 per cent. greater last 
year than in 1936, notwithstanding the 
influence of what he said was the sharp 
recession in the United States. In sev- 
eral branches of Canadian economy a 
record level of productivity and em- 
ployment had been reached. 

Mr. Logan said that, while the vol- 
ume of Canadian agricultural exports 
in 1937 was slightly less than in 1932, 
exports of all wool materials rose by 
about 70 per cent. over 1932. Mineral 
exports gained by 170 per cent. Part 
of the current pessimism resulting 
from recent steep declines in commod- 
ity and security prices was a reflection 
from 1932 and also owing to the 
troubled state of Europe and_ the 
Orient, he said. However, he added, 
the hope might be ventured that after 
a period of adjustment and stabiliza- 
tion the upward march of business 
again would be resumed. 

“Canada is a country,” Mr. Logan 
said, “which, despite its ups and downs, 
has exceptional recuperative power and 
unlimited possibilities.” 

Mr. Arscott said that interest rates, 
instead of rising as in former periods 
of economic recovery, had remained 
low or fallen further, encouraging busi- 
ness to expand by making it cheaper to 
borrow. 

“To my mind,” he added, “this 
policy is sound up to a point, but be- 
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yond that it fails to achieve its purpose 
because private capital will not take the 
natural risk involved in constructive 
enterprise without a fair rate of interest 
return.” 

He said that in his opinion it had 
been demonstrated clearly that the old 
well-known fundamental principles still 
governed the economic life of nations. 
These were not being allowed to func- 
tion in their natural way but con- 
tinually were being thwarted in their 
operation by artificial measures, he de- 
clared. 

John C. Newman of Montreal and 
Gordon Farrell of Vancouver were 
elected directors of the bank. Mr. 
Newman is president of General Steel 
Wares Ltd., and of Baldwins (Mon- 
treal), Ltd., and is a director of several 
other enterprises. Mr. Farrell is presi- 
dent of the British Columbia Telephone 
Company, Ltd. 

Sir Joseph Flavelle, after forty-one 
years on the board, the last thirteen as 
chairman, announced his decision to 
retire. He was succeeded as chairman 
by Sir Thomas White, first elected to 
the board in 1919. 
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ADAMS DECLINES 6G. O. P. 
APPOINTMENT 


THROUGH a misunderstanding it was 


announced recently that Orval W. 
Adams, executive vice-president of the 
Utah State National Bank of Salt Lake 
City, and president of the American 
Bankers Association, had been named a 
member of the new committee on pro- 
gram of the Republican party. As the 
American Bankers Association of which 
he is president is a non-partisan organ- 
ization, Mr. Adams did not feel that he 
could accept the position offered him. 
Word that he had done so was released 
by misinformed persons who had not 
consulted with Mr. Adams. 
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